


AREA ASSISTANCE ACT OF 1956 


UNIVE: 
CE ERICA 


JUN 19 956 


HEARINGS = ™2¢hhoow 


BEFORE THE 


COMMITTEE ON BANKING AND CURRENCY 
HOUSE OF REPRESENTATIVES 


EIGHTY-FOURTH CONGRESS 
SECOND SESSION 
ON 


H. R. 8555 








APRIL 12, 13, 18, 19, 23, 24, 25, AND 26, 1956 


Printed for the use of the Committee on Banking and Currency 


a 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1956 








COMMITTEE ON BANKING AND CURRENCY 
BRENT SPENCE, Kentucky, Chairman 


PAUL BROWN, Georgia 

WRIGHT PATMAN, Texas 

ALBERT RAINS, Alabama 
ABRAHAM J. MULTER, New York 
HUGH J. ADDONIZIO, New Jersey 
WILLIAM A. BARRETT, Pennsylvania 
BARRATT O'HARA, Illinois 
LEONOR K. SULLIVAN, Missouri 
L. H. FOUNTAIN, North Carolina 
HENRY S. REUSS, Wisconsin 
MARTHA W. GRIFFITHS, Michigan 
THOMAS L. ASHLEY, Ohio 
CHARLES A. VANIK, Ohio 

JOHN J. BELL, Texas 

ELMER J. HOLLAND, Pennsylvania 
JAMES C. HEALEY, New York 


JESSE P. WOLCOTT, Michigan 
RALPH A. GAMBLE, New York 
HENRY O. TALLE, Iowa 

CLARENCE E. KILBURN, New York 
GORDON L. McDONOUGH, California 
WILLIAM B. WIDNALL, New Jersey 
JACKSON E. BETTS, Ohio 

WALTER M. MUMMA, Pennsylvania 
WILLIAM E. McVEY, Lllinois 
EDGAR W. HIESTAND, California 
DONALD W. NICHOLSON, Massachusetts 
OLIVER P. BOLTON, Ohio 

PERKINS BASS, New Hampshire 


RosertT L. Carpon, Clerk 
ORMAN S&S. FINK, Professional Staff 
JOHN E. BaRRIERE, Professional Staff 


DePOSITED BY THE 
UNITED STATES OF AMERICA 


CONTENTS 





H. R. 8555, a bill to assist areas to develop and maintain stable and diversi- 
fied economies by a program of financial and technical assistance and Page 


minerwueer 100 Otten Tene. od on ke cc eme cs pemew 1 
Statement of— 
American Municipal Association___-_-.........---.-- eo eee 302 
American Paper and Pulp Association____..........-------------- 303 
Bailey, Hon. Cleveland M., a Representative in Congress from the 
Sn rn ee a bemoneiubiees 340 
Barkin, Solomon, representing Textile Workers Union of America, 
gocumipenins wy von seremminn © ee eke 177 
Bass, Hon. Perkins, a Representative in Congress from the State 
PI re re re ee eR a he te eo ada 365 
Batt, William L., Jr., executive secretary, Toledo Industrial Develop- 
EE ee ee, Se Se A ea eee ee oa 129 
Blatnik, Hon. John A., a Representative in Congress from the State 
Nd oe eee as iain des Sn it toga de ee 389 
Carrigg, Hon. Joseph L., a Representative in Congress from the State 
es er pee See Ce ae oS et a i noo 391 


Celler, Hon. Emanuel, a Representative in Congress from the State 
of New York, on behalf of New York Democratic delegation --__-__ 310 
Crosby, J. Muir, executive secretary, Greater Wilkes-Barre Chamber 


a re es eee enol mere Poe 292 
Dempsey, Hon. John J., a Representative in Congress from the State 

Pg Rs yap ey La, Se ae A Pied eg eet a 350 
Denton, Hon. Winfield K., a Representative in Congress from the 

AR Sg ON oan fect peat Repl aa ARIE DS ET 363 
Ellistt, Hon. Carl, a Representative in Congress from the State of 

Ae caged hg Spi IE c= SE Re TA Sa te a i ES 375 
Ezelle, Sam, secretary-treasurer, Kentucky State Federation of 

Labor, gle a De ae eee mR ia ae SR a 163 
Fenton, ‘Hon. Ivor D., a Representative in Congress from the State 

of Pennsylv a a i a Sa a Se Ae ee ke 317 
Fernandez, Hon. A. M., a Representative in Congress from the 

ere ERG et CREE TT TO 361 
Fernos-Isern, Hon. A., Resident Commissioner of Puerto Rico-_-_-_-- 373 
Flood, Hon. Daniel 3 a Representative in Congress from the State 

of Pennsylvania Acie aap elit nt SRLS LL yt ae ele Sa Be 3 Af 378 
Forand, Hon. Aime J., a Representative in Congress from the State 

pd ap eg eee AE eo lela INGE. Ss 368 
Gray, Hon. Kenneth J., a Re _presentativ e in Congress from the State 

eee cree ec resene Pern a) 385 
Hale, Hon. Robert, a Representative in Congress from the State of 

Miner or te cee Cy oa i. ae oles 368 
Hays, Hon. Brooks, a Representative in Congress from the State of 

p 7B Si eT a Fa RT ST ee 320 
Hughes, Goffrey, executive director, Southern Illinois, Inc. ., Carter- 

ne en te re ee gs SS EE dee ee BSR oe 205 
Hyde, Hon. De Witt S., a Representative in Congress from the State 

eS eo Beek ere Dee fe a os Or Beet 361 
Jennings, Hon. W. Pat, a Representative in Congress from the State 

en ee ee Oe Ope a Sila, Pel 346 
Kearney, Hon. Bernard W., a Representative in Congress from the 

Spero err we ee See oD Se Boe 336 
Kee, Hon. Elizabeth, a Representative in Congress from the State of 

West Vi a ean late a he ric yb eta ce 349 


Kennedy, Thomas, vice president, United Mine Workers of America_ 118 
Larson, Hon. Arthur, Under Secretary of Labor. ------ 





IV CONTENTS } 








Statement of—Continued Page 
Mead, Hon. James, representing New York State Department of 
IID oc sesh eget ene oi relate kien ening eee ae 158 
Mueller, Hon. Frederick H., Assistant Secretary of Commerce, 
accompanied by Carl F. Oechsle, Victor Roterus, and Kenneth L. 
OE ER Te le SEARS ST SS ea SS SI epee ae Ae 8, 35 
Perkins, Hon. Carl D., a Representative in Congress from the State 
al a i a icing dens hatin ebebeietaseinie 333 
Rabaut, Hon. Louis C., a Representative in Congress from the State 
ERE RS Hea i 2 Se aa gc 348 
Rhodes, Hon. George M., a Representative in Congress from the 
LEELA GE AE DEL LODE IRE ALE TT 371 
Riley, George D., legislative representative, AFL-CIO, accompanied 
ic cach inka es biel Sth ie Ira lick mia ae edo eign Aeotandnieie 99 
Rosiclare Community Development Association, Rosiclare, Ill__.--_-_- 306 i 
Saylor, Hon. John P., a Representative in Congress from the State 
ee SES LEO LE ALE LLL, GISELLE A YT 328 
Seward, Pere F., Deputy Commissioner For Community Facilities, 
Housing and Home Finance Agency-_--_--_---..----------------. 96 
Shoemaker, Perry M., representing the Chamber of Commerce of the 
RII I ct cael elk katie sehen Veet gheddend bo wigeink<s = os 249 
Siler, Hon. Eugene, a Representative in Congress from the State of 
land cei leiatind © niente tlie ie a tales bapithiis tioow 366 
Slayman, Charles H., representing the Ohio Chamber of Commerce, 
EE EE RIED A ALLIS IDET RN TN 304 
Steiner, Richard L., Deputy Commissioner, Urban Renewal Admin- 
istration, Housing and Home Finance Agency__-__-----_-------- 85 
Thompson, Hon. Frank, Jr., a Representative in Congress from the 
SOIT UNI NN i 5 ees eg Doumit bide SE nid nines amie ea the were 313 
Vanik, Hon. Charles A., a Representative in Congress from the 
LER L ILE LD NOE AEE CLE IIT TU Oe 384 
Van Zandt, Hon. James E., a Representative in Congress from the 
ee SS EI OE ee See ee te 331 
Whitehouse, Albert, director, Industrial Union Department, AFL- 
CIO, accompanied by Oscar Jager and Frank Fernbach---_------ 274 
Additional data submitted to the committee by— 
Chamber of Commerce of the United States: 
Letter of April 19, 1956, to Hon. J. Edgar Chenoweth, from C. L. 
RRR LST IN ST 2. < pape Nee CEES 264 
Letter of April 26, 1956, to Hon. Brent Spence, regarding questions 
Oe aD I i cers etrmthbnn oanismnipdewavhiwaewer 264 
Dempsey, Hon. John J.: 
tatement of Berl Huffman, New Mexico Economic Development 
BE RES IED ENS LE LOO OE ME AL AT 356 
Statement of Fred C. Barron, Employment Security Commission 
LEE LONE CLE EE ORI Ee TR 354 
The Welfare Problem in Designated ‘‘Depressed Areas’’ in New 
Mexico, article from New Mexico Department of Public Wel- 
i aa i tel ake tems ds leita linet ded hee a 352 
Department of Commerce: 
Allocations in 6 months ended December 31, 1955___----..----- 59 
Credit authorizations during calendar 1955 by the Export-Import 
Bank of Washington (extracted from semiannual reports) - - ~~ 55 
Monazite (technological description) ..........-.-..---------- 63 


Statement of loans by the International Bank for Reconstruction 
and Development (World Bank) during calendar 1955 (ex- : 
tracted from 10th annual report and supplement) -____-------- 60 

Statement of work of Office of Area Development, Business and 
Defense Services Administration, United States Department of 


Commerce, with reference to labor-surplus areas_-_---.------ 67 
Statutory lending authority, appropriations made therefor, and 
uncommitted balance of revolving fund, as of March 31, 1956_- 61 


Summary statement of business and disaster loans approved, 
canceled, and disbursed, by fiscal years, as of March 31, 1956_- 62 





CONTENTS 


Additional data submitted to the committee by—Continued 
Hays, Hon. Brooks: 
Low-income and level-of-living areas in agriculture (c mei Oe 
Percentages of commercial farms classified as low-producing farms, 
United States, and generalized areas of low-production farms, 
al arisen an on whines of dha inhi se inne 
The size of net money income received by farm-operator families; 
South and non-South compared, 1949 
Kearney, Hon. Bernard W.: 
Cognetta, James J., president, IUE-AFL-CIO, Schenectady, 
N. Y., letter of RIE WON a entra mnesmanee 
Kempf Buick, Inc., Amsterdam, N. Y.., letter of April 24, 1956__- 


met 


Krokenberger, Fred, Amsterdam, N. Y.., letter of March 24, 1956_337 


Morreale, 8., United Steel Workers of America, Schenectady, 
re SO RC ccc acon nsw encccmne 
Kentucky State Federation of Labor: 
Areas of substantial unemployment (chart) 
Current manpower potential (chart) 
Degree of industrialization (chart) ...................... 2 
Labor potential (chart)..............- SSE yee | Se eee ae 
a a sins es tah bs lw ean aw en ln ihn i Mpa nad inno 
Table 1.—Unemployment and potential labor supply for Ken- 
TN Na ate a sh sare ts ras ch es prin ed menage 
Table 2.—Selected indicators of need for Kentucky employment 
EE oe a ey ee ae Pee a ey ee 
Table 3.—Selected indicators of Kentucky econonic needs by area_ 
Meany, George, president, AFL-CIO, letter of April 18, 1956, to Hon. 
Brent OOO. 8 een ence nnnnn cane endenenwensceewececnes 
Southern Illinois, Inc.: 
Article from Business Week, of January 28, 1956______________ 
Fifteen Illinois Counties Struggle for Survival, article by Robert 
E. Hanon, St. Louis Post-Dispatch, April 15, 1956 
Inland waterways of the United States (chart) 
ea ee IN snk ied wanecunemnwencwn 
Number of farms, 1945 and 1954, in 16 southernmost counties of 
MIIRSEE ens Sot A eee ene ee Gowan denen acanedcas 
Proposed canalized improvement for navigation, Big Muddy 
River Basin and Beaucoup Creek, Ill. (chart) 
Small Investment, Big Return—Green River Development Work 
Spurs Optimism in Coal Region, article by Joe Creason, 
Courier-Journal 
Southern Illinois Stake in Legislation for Depressed Areas, ex- 
tension of remarks of Senator Everett Dirksen of Illinois, 
Congressional Record, March 6, 1956 
Summary of Labor Market Trends, September 1955_ ____- 
Twenty Thousand Available Workers in Southern Illinois, 
article from Illinois Labor Bulletin, November 1954 
Toledo Industrial Development Council, Toledo, Ohio: 
Capital investment required in 17 major chronic labor surplus 
areas (groups D, E, and F) to reduce unemployment to 3 
percent of labor tite sae RS ieee IE Rit a a 
List of rapid tax-amortization certificates issued ‘for facilities to 
i pe located in surplus labor areas........................... 
Military supply contracts in labor surplus areas and industries_- 


iste etn» 


322 


338 
337 


, 338 


338 
170 
173 
174 
171 
175 
172 


172 
176 


99 
215 
207 
222 
217 
218 


224 


216 


240 
212 


209 


132 


156 
147 























es a ar 


AREA ASSISTANCE ACT OF 1956 


THURSDAY, APRIL 12, 1956 


House or REPRESENTATIVES, 
CoMMITTER ON BANKING AND CURRENCY, 
New Hovuse Orrice Buivp1ne, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Chairman Spence, and Messrs. Brown, Patman, Multer, 
Barrett, O’Hara, Fountain, Mrs. Griffiths, Messrs. Vanik, Holland, 
Wolcott, Talle, McDonough, Betts, Mumma, and Bolton. 

The Cuatrman. The committee will be in order. 

We are met this morning to hear testimony on H. R. 8555, a bill to 
assist areas to develop and maintain stable and 2iversified economies 
by a program of financial and technical assistance and otherwise and 
for other purposes. 

(The bill is as follows :) 


[H. R. 8555, 84th Cong., 2d sess.] 


A BILL To assist areas to develop and maintain stable and diversified economies by a 
program of financial and technical assistance and otherwise and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of American in Congress assembled, That this Act may be cited as the “Area 
Assistance Act of 1956.” 


DECLARATION OF PURPOSE 


Sec. 2. The Congress declares that, notwithstanding the prosperity enjoyed 
by the Nation as a whole, some of our communities are suffering substantial and 
persistent unemployment; that such unemployment causes hardship to many 
individuals and their families and detracts from the national welfare by wasting 
vital human resources; that to overcome this problem the Federal Government, 
in cooperation with the States, should help areas of substantial and persistent 
unemployment to take effective steps in planning and financing their economic 
development; that Federal assistance should enable communities to achieve 
lasting improvement and enhance the domestic prosperity by the establishment 
of stable and diversified local economies; and that new employment opportu- 


nities should be created rather than merely transferred from one community to 
another. 


AUTHORITY OF SECRETARY OF COMMERCE 


Sec. 101. (a) To assist areas in the United States designated by the Secretary 
of Labor as areas of substantial and persistent unemployment, the Secretary of 
Commerce, hereinafter referred to as the Secretary, is authorized— 


(1) to make grants for technical assistance for such areas; and 
(2) to provide financial assistance by loans, participation in loans, or 
guarantee of loans. 
(b) The Secretary is also authorized— 


(1) to assist rural areas and rural communities in the United States in 
their efforts to develop manufacturing, processing, and service activities to 
supplement agricultural activities; 
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(2) to provide technical assistance and field consultation to areas in the 
United States in establishment of new industries based on local resources, 
in expansion of existing industries, and in economic diversification ; and 

(3) to coordinate the functions of the Secretary authorized by this Act 
with other Federal programs affecting local economic conditions. 


(c) As used in this Act, the term “United States” includes the several States, 
the Territories of Alaska and Hawaii, and the District of Columbia. 


AUTHORITY OF SECRETARY OF LABOR 


Sec. 102. (a) The Secretary of Labor shall from time to time, upon request 
of the appropriate State government, certify to the Secretary the existence of 
an area of substantial and persistent unemployment whenever he finds— 

(1) in the case of a major labor market area or other labor market area 
for which appropriate historical labor force data are available as determined 
by the Secretary of Labor, that the unemployment rate in such area (A) 
is currently 8 per centum or more, adjusted seasonally, and (B) has been 
at least 8 per centum for the major portion of each of the preceding two 
years; or 

(2) in the case of other labor market areas for which appropriate histori- 
cal labor force data have not been compiled, that the unemployment rate 
and duration, based on a survey of available labor force data, generally 
equals or exceeds the rate and duration specified in section 102 (a) (1). 

(b) The Secretary of Labor may undertake studies, or provide assistance 
to others in their studies, of the size, characteristics, skills, adaptability, and 
related aspects of the labor force of an area certified under section 102 (a). 

(c) When skills of the labor force in an area certified under subsection (a) 
are not suited to remployment of workers in such area, the Secretary of Labor 
may provide advice and technical assistance in developing and carrying out a 
program to increase employability of such labor force. Whenever the Secretary 
of Labor finds a need for vocational education services in such area, he shall 
so advise the Secretary of Health, Education, and Welfare, through the Com- 
missioner of Education, may provide assistance, including financial assistance 
when necessary or appropriate, to the State vocational education agency in the 
provision of such services in the area. 


AUTHORITY OF HOUSING AND HOME FINANCE ADMINISTRATOR 


Sec. 103. Title I of the Housing Act of 1949, as amended, is amended by 
adding the following new heading and section at the end of title I: 


“AREAS OF SUBSTANTIAL AND PERSISTENT UNEMPLOYMENT 


“Sec. 111. (a) When the Secretary of Commerce certifies to the Administrator 
(1) that any county, city, or other municipality (referred to as ‘municipality’ 
in this section) is situated in an area designated by the Secretary of Labor 
pursuant to the Area Assistance Act of 1956 as an area of substantial and per- 
sistent unemployment, and (2) that there is a reasonable probability that with 
assistance provided under the Area Assistance Act of 1956 and other undertakings 
the area will be able to achieve lasting improvement in its economic development, 
the Administrator is autherized to extend financial assistance to a local public 
agency in any such municipality under this title and the provisions of this 
section. 

“(b) The Administrator may provide such financial assistance under this 
section without regard to the requirements or limitations of section 110 (c) 
of this title that the project area be clearly predominantly residential in char- 
acter or that it be redeveloped for predominantly residential uses. 

“(c) Financial assistance under this section may be provided for any project 
involving a project area including primarily industrial or commercial structures 
suitable for rehabilitation under the urban renewal plan for the area. 

“(d) Notwithstanding any other provisions of this title, a contract for financial 
assistance under this section may include provisions permitting the disposition 
of any land in the project area designated under the urban renewal plan for 
industrial or commercial uses to any public agency or nonprofit corporation 
for subsequent disposition as promptly as practicable by such public agency or 
corporation for the redevelopment of the land in accordance with the urban 
renewal plan: Provided, That any disposition of such land under this section 
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shall be made at not less than its fair value for uses in accordance with the 
urban renewal plan: And provided further, That the purchasers from or lessees 
of such public agency or corporation and their assignees, shall be required to 
assume the obligations imposed in conformity with the requirements of section 
105 (b) hereof. 

“(e) Following the execution of any contract for financial assistance under 
this section with respect to any project, the Administrator may exercise the 
authority vested under this section for the completion of such project notwith- 
standing any determination made after the execution of such contract that the 
area in which the project is located may no longer be an area of substantial 
and persistent unemployment.” 

Sec. 104. The first sentence of section 202 (c) of title II of the Housing Amend- 
ments of 1955 is amended to read as follows: 

“(c) In the processing of applications for financial assistance under this sec- 
tion the Administrator shall give priority first to applications of counties, cities, 
and other municipalities and political subdivisions for financing needed public 
facilities in areas determined to be areas of substantial and persistent unem- 
ployment under the Area Assistance Act of 1956: Provided, That the Secretary 
of Commerce certifies there is reasonable probability that with assistance made 
available under the Area Assistance Act of 1956 and other undertakings such 
areas will be able to achieve lasting improvement in their economic develop- 
ment; and second to applications of smaller municipalities for assistance in 
the construction of basic public works (including works for the storage, treat- 
ment, purification, or distribution of water, sewage, sewage treatment, and sewer 
facilities; and gas distribution systems) for which there is an urgent and vital 
public need.” 

Sec. 105. The second sentence of section 701 of the Housing Act of 1954 is 
amended to read as follows: 

“The Administrator is further authorized to make planning grants for similar 
planning work, (a) in metropolitan and regional areas to official State, metro- 
politan, or regional planning agencies empowered under State or local laws to 
perform such planning, and (b) to counties, cities, and other municipalities, 
having a population of twenty-five thousand or more according to the latest 
decennial census, situated in areas designated by the Secretary of Labor under 
the Area Assistance Act of 1956 as areas of substantial and persistent unem- 
ployment.” 

GRANTS FOR TECHNICAL ASSISTANCE 


Sec. 106. In carrying out section 101 (a) (1), the Secretary is authorized to 
make grants for technical assistance including studies evaluating the needs of, 
and developing potentialities for, economic growth of areas designated under 
section 102 (a). These grants may be made without regard to section 3648 of 
the Revised Statutes, as amended (31 U. S. C. 529). Appropriations are hereby 
authorized for these grants in an amount not to exceed $1,500,000 annually. 


LOANS, PARTICIPATIONS, AND GUARANTIES 


Sec. 107. (a) In carrying out section 101 (a) (2) of this Act, the Secretary 
is authorized to purchase evidences of indebtedness and to make loans (includ- 
ing participations therein and guaranties thereof) to aid in financing any project 
for the purchase or development of land and facilities for industrial usage, for 
the construction of new factory buildings, for rehabilitation of abandoned or 
unoccupied factory buildings, or for the alteration, conversion or enlargement 
of any existing buildings for industrial use. Such financial assistance shall 
not be extended for working capital, for purchase of machinery or equipment, 
or to assist establishments relocating from one area to another when such assist- 
ance will result in substantial detriment to the area of original location by 
increasing unemployment. 

(b) Financial assistance under this section shall be on such terms and condi- 
tions as the Secretary determines, subject, however, to the following restrictions 
and limitations: 

(1) The total amount of loans, loan participations and loan guaranties (in- 
cluding purchased evidences of indebtedness) outstanding at any one time shall 
not exceed $50,000,000 ; 

(2) Such assistance shall be extended only to persons, both private and public, 
approved by the State (or any agency or instrumentality thereof concerned 
hey — of economic development) in which the project to be financed shall 

ocated ; 
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(3) No such assistance shall be extended hereunder unless the financial 
assistance applied for is not otherwise available from private lenders or other 
Federal agencies on reasonable terms; 

(4) No loan shall be made unless it is determined that a participation is 
not available, and no immediate participation shall be purchased unless it is 
determined that a loan on a guaranteed or deferred participation basis is not 
available; 

(5) All evidences of indebtedness purchased and all loans shall provide, in 
the judgment of the Administrator, a reasonable assurance of repayment; 

(6) No loan, including renewals or extensions thereof, may be made here- 
under for a period exceeding twenty years and no evidences of indebtedness 
maturing more than twenty years from date of purchase may be purchased here- 
under; Provided, That the foregoing restrictions on maturities shall not apply 
to securities or obligations received by the Secretary as a claimant in bank- 
ruptcy or equitable reorganization or as a creditor in other proceedings at- 
tendant upon insolvency of the obligor, or if extension or renewal for addi- 
tional periods, not to exceed, however, a total of ten years, will aid in the 
orderly liquidation of such loan or of such evidence of indebtedness ; 

(7) Such assistance shall not exceed 25 per centum of the aggregate cost 
of acquiring or developing land and facilities, and of constructing, altering, 
converting, rehabilitating or enlarging the building or buildings of the particular 
project and shall, among others, be on the following conditions— 

(A) That other funds are available in an amount which, together with 
the assistance provided hereunder, shall be sufficient to pay such aggregate 
cost ; and 

(B) That not less than 15 per centum of such aggregate cost be sup- 
plied by the State or any agency, instrumentality, or political subdivision 
thereof or by a community or area organization as equity capital or as a 
loan repayable only after the financial assistance hereunder has been repaid 
in full according to the terms thereof and, if such loan is secured, its 
security shall be subordinate and inferior to the lien or liens securing the 
financial assistance hereunder; and 


(8) No such assistance shall be extended unless there shall be submitted an 
overall program for the economic development of the area and a finding by 
the State, or any agency, instrumentality, or local political subdivision thereof, 
that the project for which financial assistance is sought is consistent with 
such program: Provided, That nothing in this Act shall authorize financial 
assistance for any project prohibited by laws of the State or local political sub- 
division in which the project would be located. 


AREA ASSISTANCE FUND 


Sec. 108. (a) There is hereby authorized to be established in the Treasury of 
the United States a revolving fund to be known as the Area Assistance Fund 
(hereinafter referred to as the “fund”), which shall be available to the Secre- 
tary for the payment of all obligations and expenses in connection with the 
functions authorized under section 101 (a) (2). 

(b) When requested by the Secretary, advances shall be made to the fund 
from the appropriations made therefor. There is hereby authorized to be 
appropriated for the purpose of making advances to the fund, without fiscal 
year limitation, an amount not exceeding $50,000,000. 

(c) Receipts arising from the program authorized by section 101 (a) (2) 
shall be credited to the fund. 

(d) Any moneys in the fund determined by the Secretary to be in excess 
of current needs shall be credited to the appropriation from which advanced 
to be held for future advances to the fund. 

(e) Unless the Congress shall otherwise direct, there shall be paid into 
miscellaneous receipts of the Treasury at the close of each fiscal year interest on 
advances to the fund at a rate determined by the Secretary of the Treasury, 
taking into consideration the current average rate on all outstanding marketable 
obligations of the United States. 

(f) Contributions shall be made from the fund— 

(1) to the civil-service retirement and disability fund, on the basis of 
annual billings, as determined by the Civil Service Commission, for the 
Government’s share of the cost of civil-service retirement systems applicable 
to officers and employees (and beneficiaries thereof) occupied on a full- 
time basis on this program of financial assistance; and 











— 





AREA ASSISTANCE ACT OF 1956 5 


(2) to the employees’ compensation fund, on the basis of annua! billings 
as determined by the Secretary of Labor, for benefit payments made from 
such fund on account of officers and employees (and beneficiaries thereof) 
occupied on a full-time basis on this program of financial assistance. 


BUDGET AND AUDIT 


Sec. 109. In the performance of and with respect to the functions, powers, 
and duties vested in him by this Act in connection with the program of loans and 
participation in loans, the Secretary shall— 

(a) prepare annually and submit a budget program as provided for wholly 
owned Government corporations by the Government Corporation Control 
Act, as amended; and 

(b) maintain an integral set of accounts which shall be audited annually 
by the General Accounting Office in avcordance with the principles and 
procedures applicable to commercial transactions as provided by the Gov- 
ernment Corporation Control Act, as amended, and no other audit shall be 

required : Provided, That the determinations of the Secretary with respect to 
the program of financial assistance authorized by section 101 (a) (2) shall 
be final and conclusive upon all other officers of the Govern uent. 





AREA ASSISTANCE ADMINISTRATOR 


Sec. 110. The Secretary is authorized to appoint an Area Assistance Adminis- 
trator who shall perform such duties as the Secretary may prescribe. The Area 
Assistance Administrator shall receive compensation at a rate equal to that 
received by Assistant Secretaries of Commerce. 


ee ead 


POWERS 


Sec. 111. In the performance of, and with respect to the functions, powers, 
and duties vested in him under this Act, the Secretary may— 

(a) under such regulations as he may prescribe, make such findings and 
determinations as may be required for the proper administration of this Act 
and such findings and determinations, together with those required to be 
made by the Secretary of Labor pursuant to section 102 hereof, shall be final 
and shall not be subject to review in any court by mandamus or otherwise: 
Provided, That with respect to the validity, effect, and enforcement of loans 
and participations provided for by section 101 (a) (2) hereof or security 
taken thereunder, statutes, rules and regulations pertaining generally to 
suits by and against the United States shall be applicable; 

(b) under regulations prescribed by him, assign or sell at public or private 
sale, or otherwise dispose of for cash or credit, in his discretion and upon 
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f such terms and conditions and for such consideration as the Secretary shall 

i ; determine to be reasonable, any evidence of debt, contract, claim, personal 

. : property, or security assigned to or held by him in connection with the pay- 

e : ment of loans granted under this title, and to collect or compromise all 

obligations assigned to or held by him and all legal or equitable rights 

i accruing to him in connection with the payment of such loans until such 

e time as such obligation may be referred to the Attorney General for suit or 

1 collection ; 

(c) deal with, complete, renovate, improve, modernize, insure, rent, or 

) sell for cash or credit, upon such terms and conditions and for such considera- 

tion as the Secretary shall determine to be reasonable, any real property 

is : conveyed to or otherwise acquired by him in connection with the payment of 
d i loans granted under this title; 

: (d) pursue to final collection, by way of compromise or other administra- 

0 j tive action prior to reference to the Attorney General, all claims against third 

n parties assigned to the Secretary in connection with loans made by him. 

y, Section 3709 of the Revised Statutes, as amended (41 U. S. C. 5), shall not 

le be construed to apply to any contract of hazard insurance or to any purchase 


or contract for services or supplies on account of property obtained by the 
Secretary as a result of loans made under this title if the premium therefor 


of or the amount thereof does not exceed $1,000. The power to convey and to 
ne execute in the name of the Secretary deeds of conveyance, deeds of release, 
le assignments and satisfactions of mortgages, and any other written instru- 
i1- ment relating to real property or any interest therein acquired by the Secre- 


tary pursuant to the provisions of this title may be exercised by the Secretary 
or by any officer or agent appointed by him for the purpose; 
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(e) acquire, in any lawful manner, any property (real, personal, or 
mixed, tangible or intangible), whenever deemed necessary or appropriate 
to the conduct of the activities authorized in section 101 (a) (2) of this 
Act; and 

(f) in addition to any powers, functions, privileges, and immunities other- 
wise vested in him, take any and all actions, including the procurement of 
the services of attorneys by contract, determined by him to be necessary 
or desirable in making, servicing, compromising, modifying, liquidating, or 
otherwise administratively dealing with or realizing on loans made under 
the provisions of this title. 


ADVISORY BOARD 


Sec. 112. To advise the Secretary in the performance of functions authorized 
by this Act, there is authorized to be created an Area Assistance Advisory Board, 
hereinafter referred to as the “Board”, which shall consist of the following 
members, all ex-officio: The Secretary, as Chairman, the Secretaries of Agri- 
culture, Health, Education, and Welfare, Labor, and Treasury, the Administra- 
tors of the Housing and Home Finance Agency and of the Small Business 
Administration. The Chairman may from time to time invite the participation 
of officials of other agencies of the executive branch interested in the functions 
herein authorized. Each member of the Board may designate an officer of 
his agency to act for him as a member of the Board with respect to any matter 
there considered. 


DEPOSITARIES AND AGENTS 


Sec. 113. The Federal Reserve banks are authorized and directed to act as 
custodians and fiscal agents for the Secretary in the general performance of 
the powers conferred by this title. Any banks insured by the Federal Deposit 
Insurance Corporation, when designated by the Secretary of the Treasury, may 
act as custodians and financial agents for the Secretary. Each Federal Reserve 
bank shall be entitled to be reimbursed for all expenses incurred as such fiscal 
agents. 


PENALTIES 


Sec. 114. With respect to lending activities authorized by this Act— 

(a) Whoever makes any statement knowing it to be false, or whoever 
willfully overvalues any security, for the purpose of obtaining for himself 
or for any applicant any loan, or extension thereof by renewal, deferment 
of action, or otherwise, or the acceptance, release, or substitution of se- 
curity therefor, or for the purpose of influencing in any way the action of 
the Secretary, or for the purpose of obtaining money, property, or anything 
of value, under this Act, shall be punished by a fine of not more than 
$10,000 or by imprisonment for not more than five years, or both. 

(b) Whoever, being connected in any capacity with the Secretary (1) em- 
bezzles, abstracts, purloins, or willfully misapplies any moneys, funds, 
securities, or other things of value, whether belonging to it or pledged or 
otherwise entrusted to it, or (2) with intent to defraud the Secretary or 
any other body politic or corporate, or any individual, or to deceive any 
officer, auditor, or examiner of the Secretary makes any false entry in any 
book, report, or statement of or to the Secretary, or, without being duly 
authorized, draws any order or issues, puts forth, or assigns any note, 
debenture, bond, or other obligation, or draft bill of exchange, mortgage, 
judgment, or decree thereof, or (3) with intent to defraud participates, 
shares, receives directly or indirectly any money, profit, property, or benefit 
through any transaction, loan, commission, contract, or any other act of the 
Secretary, or (4) gives any unauthorized information concerning any future 
action or plan of the Secretary which might affect the value of securities, 
or, having such knowledge, invests or speculates, directly or indirectly, in 
the securities or property of any company or corporation receiving loans 
or other assistance from the Secretary shall be punished by a fine of not 
more than $10,000 or by imprisonment for not more than five years, or both. 

(c) As used in this section the term “Secretary” shall mean, with respect 
to the lending activities of the Housing and Home Finance Administrator 
authorized under this Act, the Housing and Home Finance Administrator. 
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USE OF OTHER FACILITIES 


Sec. 115. (a) To avoid duplication of activities and minimize expense in car- 
rying out the provisions of this Act, the Secretary shall to the extent prac- 
ticable and with their consent use the available services and facilities of other 
agencies and instrumentalities of the Federal Government on a reimbursable 
basis. 

(b) Departments and agencies of the Federal Government shall exercise their 
powers, duties, and functions in such manner as will assist in carrying out 
the objectives of this Act. This Act shall be supplemental to any existing au- 
thority and nothing herein shall be deemed to be restrictive of any existing 
powers, duties, and functions of any other department or agency of the Federal 
Government. 


CONSULTANTS 


Sec. 116. The Secretary is authorized to procure the temporary service of 
experts and consultants or organizations thereof, including stenographic report- 
ing services, by contract or appointment and in such cases such services shall be 
without regard to civil-service and classification laws, and, except in the case of 
stenographic reporting services by organizations, without regard to section 3709, 
Revised Statutes, as amended (41 U. S. C. 5). Any individual so employed may 
be compensated at a rate not in excess of $50 per diem, and, while such in- 
dividual is away from his home or regular place of business, he may be allowed 
transportation and not to exceed $15 per diem in lieu of subsistence and other 
expenses. 


ANNUAL REPORT 


Sec. 117. The Secretary shall make a comprehensive annual report of his 
operations under this Act for the fiscal year ending on the preceding June 30 
to the President, for transmission to the Congress as soon as practicable in 
each year, but in no case later than the third day of the following January. 


AUTHORIZATION FOR APPROPRIATIONS 


Sec. 118. In addition to appropriations specifically authorized by sections 
106 and 108, appropriations are further authorized for the carrying out of 
other provisions and purposes of this Act. 

The Cuarrman. This is a bill which the chairman introduced at the 
request of the Department of Commerce. Of course that does not 
commit me to the bill or to any of the provisions in it. I am heartily 
in favor of furnishing some aid to the depressed areas of the country 
which we know exist, and where there is very deep depression in many 
cases. This is the Department bill. 

We have with us this morning Mr. Mueller, Assistant Secretary of 
Commerce, to give us the views of the administration on the bill. 

We are very glad to have you, Mr. Mueller. If you havea prepared 
statement, you may read it without interruption and then subject your- 
self to interrogation. 

Mr. Mvueuter. Thank you, Mr. Chairman. 

I do have a prepared statement that I would like to, if possible, read 
without interruption, although if any of the members of the committee 
would like to ask questions, I certainly would be more than happy to 
answer them. 

The CHarrman. I am sure we will be glad to let you conclude your 
statement without interruption. That would be the most expeditious 
way. 
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STATEMENT OF HON. FREDERICK H. MUELLER, ASSISTANT SECRE- 
TARY OF COMMERCE; ACCOMPANIED BY CARL F. OECHSLE, 
DEPUTY ASSISTANT SECRETARY OF COMMERCE FOR DOMESTIC 
AFFAIRS; VICTOR ROTERUS, DIRECTOR OF OFFICE OF AREA 
DEVELOPMENT, BDSA, DEPARTMENT OF COMMERCE; AND KEN- 
NETH L. McCLURE, ASSISTANT GENERAL COUNSEL FOR DOMESTIC 
AFFAIRS 


Mr. Mvetter. Thank you, sir. 

I am glad to have this opportunity to appear before this committee 
to present the views of the Department of Commerce with respect 
to H. R. 8555 and identical bills, here under consideration, to assist 
areas to develop and maintain stable and diversified economies by a 
program of financial and technical assistance and otherwise, and for 
other purposes. Because of the number of Congressmen and Senators 
who have sponsored bills for this general purpose, there appears to be 
widespread agreement on the need for legislation in this field. 

This program involves relationships between Federal, State, and 
local governments, and I would like to set forth our views on these 
relationships insofar as they touch on area development. 

They said: 

The States have responsibilities not only to do efficiently what lies within their 
competence, but also to refrain from action injurious to the Nation; the National 
Government has responsibilities not only to perform, within the limits of its 
constitutional authority, those public functions the States cannot perform, but 
also to refrain from doing those things the States and their subdivisions are 
willing and able to do. 

This statement points to a recognition of common aims in our politi- 
‘al life, growing out of the kind of people we are and also to the neces- 
sity of achieving our aims within our constitutional framework. For 
we must not lose sight of the fact that ours is a Federal system of gov- 
ernment. That system must be preserved. 

Certain fundamental characteristics of Americans go far to explain 
the problems peculiar to our economy. One is a passion for indepen- 
dence: Americans refuse to be pushed around. Another is the desire 
to improve their standard of living: Americans want to progress and 
want their children to have it even better. The idea of abject depend- 
ence on any Government is repugnant to Americans. 

Today the challenge to statesmanship is to continue to resolve our 
domestic and international problems within the framework of our 
traditional love of freedom and of progress. Freedom requires that 
government avoid dictation and foster the self-reliance and self-devel- 
opment of its citizens. 

The President recognizes that our ideals cannot. fully be realized 
as long as we still have areas of chronic economic illness in this coun- 
try. In his recent message to Congress on the state of the Union, 
he said: 

We must help deal with the pockets of chronic unemployment that here 
and there mar the Nation’s general industrial prosperity. Economic changes 
in recent years have been often so rapid and far-reaching that areas com- 
mitted to a single local resource or industrial activity have found themselves 
temporarily deprived of their markets and their livelihood. 


Such conditions mean severe hardship for thousands of people as the slow 
process of adaptation to new circumstances goes on. This process can be 
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speeded up. * * *. Improving such communities must, of course, remain the 
primary responsibility of the people living there and of their States. 


In his latest economic report, the President stated: 


The fate of distressed communities is a matter of national as well as local 
concern. 

He then went on to state the four major principles which should gov- 
ern a Federal program for this purpose : 

First, Federal assistance should aim at helping communities to help them- 
selves. Major responsibility in planning and financing the economic redevelop- 
ment of their communities must remain with local citizens. 

Second, the program should aim at lasting improvement of job opportunities 
by the establishment or expansion of productive industries. Projects that gen- 


erate only temporary employment do not help a community solve its basic prob- 
lems and may even worsen its predicament. 

Third, Federal assistance should be contingent on the active participation 
of governmental authorities who are close to the troubled community; that 
is, the State or local government or a community-sponsored development or 
eredit corporation must provide part of any financial assistance required for 


specific projects. 

Fourth, Federal aid must not be extended to a community if the proposed 
project will create unemployment in some other area. 

Happily the record economic growth and progress throughout the 
Nation during 1955 has gone far to reduce the number of areas of 
substantial labor surplus. At the end of 1954, 48 major areas and 
close to 100 smaller centers had been so classified by the Department 
of Labor. By the end of 1955, only 19 major and 64 smaller areas 
were in that unhappy category, representing decreases of about 60 
and 36 percent, respectively. 

While this is an extraordinary record of progress, it is not good 
enough. This Administration will not cease its efforts to continue 
to alleviate this situation. 

Now I believe that the overwhelming majority of American citizens 
want to see any economic ills handled in the same wise, humane, and 
scientific spirit which they expect in their physicians when assailed 
by bodily ills. Quack remedies won’t do. ‘They want their cases 
treated on an individual and personal basis. They want permanent 
cures, not temporary palliatives. And they know that what is re- 
quired first is an examination of the cause of the malady before a 
remedy is prescribed, 

This is precisely what the President contemplates in his program 
to assist areas of severe and persistent economic illness. The causes 
have been analyzed, the resources for recovery appraised, and a sound 
course of treatment prescribed in recommended legislation now before 
Congress. Let us review the case step by step. 

If you were to plot on a map the major and smaller areas classified 
as having “substantial labor surplus” in the January summary of the 
Bureau of Employment Security, one fact would stare you in the 
face. There were only a half-dozen west of the Mississippi. 

This is clear evidence that chronic or severe unemployment in the 
19 major and 64 smaller areas is in most cases due to long-term causes. 
Those sections of the country where mining and manufacturing devel- 
oped early to meet the demands of our economy a century or more 
ago were tage vulnerable to rapid technological change. An 


analysis of the 19 major areas by the Office of Area Development shows 
these results: 
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1. Five are primarily coal-mining areas. 

2. Three are primarily textile centers. 

3. Eight have an industrial base too narrow to support a growing 
population on a year-around basis. 

4. Three are suffering from cutbacks in the manufacture of autos, 
railroad equipment, and nonelectrical machinery. 

Many if not most of the smaller areas show one or more of the 
same patterns: Inroads of competing products, exhaustion or deple- 
tion of natural resources, technological changes, insufficient indus- 
trialization or lack of adequate diversification. Since it has taken 
many years for this cycle to operate, it is cruel to those suffering the 
hardships of persistent unemployment in these areas to promise an 
overnight cure. Nor can their basic problem be solved with defense 
orders or public works financed by Government. What they need isa 
sound, long-term private enterprise program. Underdeveloped areas 
must attract investment for profit. 

How can this be accomplished and what can the local, State, and 
Federal Governments do to help? This is the crucial question which 
must be resolved. 

There is a school of thought in America that would correct the 
economic doldrums of particular areas with public works and tax 
abatements. Unless public works are needed to create useful assets 
in the area, however, they are of a made-work variety and are really 
tax abatements in reverse. It would be cheaper and more honest 
simply to subsidize the area and be done with it. 

No unemployed worker wants to be paid for being idle or for 
temporary employment by made-work assignments. He wants a real 
job at steady wages producing a useful product or service independent 
of public bounty. He rejects a solution based upon war, unbalanced 
bdgets with their inevitable inflation, and the indefinite expenditure 
of public funds raised by taxation. 

The President’s program has self-help at its core. It is based upon 
experience in assisting the development of sound local and State pro- 
grams. It recognizes that the interruption of that evolution would 
be a great disservice to these communities. Local efforts need to be 
supplemented, not supplanted, for very practical reasons. Here are 
some of them: 

1. The attitude of local residents with respect to existing indust 
or the desirability of particular kinds of new industry is tendaauental. 
Businessmen hesitate to invest their own or other people’s money 
where their venture would be in any way unwelcome. Particularly 
to achieve diversification through new industry requires a favorable 
attitude on the part of the workers, existing employers, and the local 
administration. 

2. The community must have what is needed to support economic 
growth. No firm will locate in an area in order to rehabilitate it. 
Only when it _— that there are chances for profitable operation 
will it move. In particular cases this may mean that some public 


improvements are necessary to make the area capable of handlin, 
increased loads on water supply and sewage disposal plants. Loca 
utilities and transportation facilities can play “yt 

velopment. 


ey role in area de- 
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3. The State’s responsibility in community industrial development 
to overcome chronic local ills is also clear. Municipalities derive 
their powers from State constitutions and State legislation. State 
tax structures and such “legislated costs” as workmen’s compensation 
and unemployment insurance rates and practices can attract or repel 
industries seeking environments favorable to profitable operation. 

For many years communities and State government agencies have 
been responding to these practical considerations in building develop- 
ment programs. Financing of new factory buildings, usually on 
some lease-purchase basis, has become an increasingly prevalent com- 
munity industrial development device. And all but two States now 
have official agencies, such as State departments of commerce or de- 
velopment commissions, to promote industrial development and aid 
their communities in self-help programs. 

In recent years these efforts have been supplemented in a number 
of States through the chartering of development credit corporations. 
It has been determined that in some areas there is no absence of capital. 
Rather there is a recognized need for the pooling of private financial 
resources to meet credit needs of small and new firms where local 
sources of loan funds are inadequate. There are, however, some areas 
of substantial and persistent unemployment where needed develop- 
mental work has resulted in heavy drain on local capital. Provision 
is included in the legislative proposal here under consideration for 
Federal assistance to such areas in the form of loans or guarantees 
to supplement available funds. 

In the Department of Commerce, we have already undertaken a 
modest program of technical assistance which has been operating on a 
sort of pilot-plant basis. We are enthusiastic, and highly encouraged, 
by the methods, cooperation techniques, and the results of this pro- 
gram, which is carried out by our Office of Area Development. In co- 
operation with the States, this program has helped communities in 
their problems of establishing new industries based on local resources, 
of expanding existing industries by new product and market expan- 
sion information, by exchanging the successful experiences of various 
communities thruoghout the country in coming to grips with their 
problems, and by publishing self-help kits and industrial development 
aids. For example, a how-to-do-it publication on planned industrial 
parks has met with unusually favorable response, and a number of 
communities are now developing these parks, which are in effect the 
industrial counterpart of sleaned residential subdivisions. Other 
publications which have been directed toward meeting the needs of 
these communities are the “Community Industrial Development Kit” 
and the “Area Development Bulletin,” which periodically bring to- 
gether all the recent Federal information and programs that may be 
helpful to these areas, as well as detailed accounts of how other 
communities are meeting similar problems. 

In all these instances, the Department has developed cordial and 
practical working relationships with State development agencies and 
their counterparts at the local level. For example, an annual con- 
ference is held for these people where Federal officials and State offi- 
cials discuss their common problems and arrive at ways and means by 
which their efforts to meet these problems can be geared together most 
effectively. 

76350—56——2 








12 AREA ASSISTANCE ACT OF 1956 


This test program is subject to the criticism that there is not enough 
of it. The Department of Commerce is unable to meet demands for 
field consultation and for other requests which have been mounting 
for the services of this unit. For that reason, at the recommendation 
of the President and the Secretary of Commerce, we asked the last 
Congress to increase the appropriation for the Office of Area Develop- 
ment of the Business and Defense Services Administration from a 
level of $120,000 annually to a level of $370,000 annually. Unfor- 
tunately the Congress failed to appropriate the requested increase. I 
am sure that the members of the committee could not fail to be im- 
pressed by letters of appreciation which we have received from assisted 
communities and from members of the Congress of both political 

arties. 
2 Several approaches to the problem have been tried by the Depart- 
ment. While most of these have been successful to the extent that 
they accomplished limited objectives or tested and explored various 
approaches, it is apparent now that a bolder approach is necessary if 
we are to provide the necessary assistance to the areas in their resolu- 
tion of economic problems. 

It can be seen from the above discussion that there has been a 
considerable growth of local programs assisted by State promotional 
agencies and by new private financing devices such as State develop- 
ment credit corporations. It can also be seen that Federal programs 
are designed to support and supplement rather than to duplicate or 
supplant this sound evolution. 

Last October, while the President was still in Denver, he gave 
his approval to an enlarged program, particularly aimed at helping 
the areas of chronic unemployment, which had been developed by 
his Council of Economic Advisers. H. R. 8555, and identical pro- 
posals identified as the Areas Assistance Act of 1956, have since been 
introduced to carry out that enlarged program. These bills re- 
flect the four principles set forth in the Economic Report of the Presi- 
dent to govern Federal action in this field. 

These bills are aptly fashioned to authorize the Federal Govern- 
ment to give special assistance to areas of substantial and persistent 
labor surplus. The proposed Areas Assistance Act of 1956 would also 
provide benefits to other areas. These include rural areas of low- 
Income or incomplete development and “one-industry” communities. 
For such areas which do not qualify under the standards as areas 
of substantial and persistent unemployment, an expanded program 
of technical assistance and on-the-spot consultation would be provided 
to assist in the development of manufacturing, processing, and serv- 
ice activities to supplement existing means of livelihood by increasing 
the productivity of the areas and achieving a more diversified economy. 
There are “one-industry” communities which need to work now on 
diversification to prevent future reverses in their economies. 

Assistance and consultation for rural areas will be integrated with 
the broader rural development program which is spearheaded by the 
Department of Agriculture. Working with local and State organiza- 
tions, assistance would be given to low-income and underdeveloped 
rural areas to enable them to establish rural industries, such as proc- 
essing industries for local farm products and manufacturing indus- 
tries serving local markets. These nonfarm opportunities for em- 
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ployment would be provided either on a part-time or full-time basis 
to people who are struggling with uneconomic farm uits. The rd 
gram will also strengthen farm activity by providing local markets 
for farm products. 

Under the provisions of this act, the Secretary of Labor, using 
prescribed standards, would designate certain areas of substantial and 

ersistent unemployment. Certain benefits thereunder are reserved 
for such designated areas. ‘These include grants for technical assis- 
tance which will enable studies to be made of the resources and the 
industrial possibilities in such areas. These grants would be used 
to stimulate and help local and State organizations, including State 
institutions of higher learning, to assist their own communities in 
roblems of economic development. For example, in the eastern 
<entucky area, there has been a showing of certain natural salt 
brines. The extent and exact quality of these brines are not known. 
Intensive investigation may show that these brines are capable of 
supporting a chemical operation. Again, the aluminum industry is 
expanding. With few geographical exceptions, it is now cheaper in 
most parts of the United States to produce aluminum using coal as 
a source of electricity rather than developing hydroelectric power. 
This means that the surplus labor areas with coal fields such as 
those in the many States of the Ohio Valley now have new industrial 
potentials. Uncovering industrial possibilities such as these will 
enable the State organizations to build up a —< of knowhow 
and expertness which will become increasingly valuable to the com- 
munities of the State. 

In the same category of benefits reserved for these designated areas 
are loans by the Secretary for the purchase or development of lands 
or facilities for industrial usage, for the construction of new factory 
buildings, for rehabilitation of abandoned or unoccupied factory 
buildings, or for the modernization, or enlargement of any existing 
buildings for industrial use. Funds made available in this manner 
may not be used to assist establishments relocating from one area to 
another when such assistance will result in a substantial detriment 
to the area of original location by increasing unemployment. The 
program should not result in a robbing of Peter to pay Paul. The 
role of the Federal Government with its concern for the Nation’s 
welfare as a whole will thus, in our opinion, contribute materially to 
stabilizing competition between these areas for businesses. 

Under the proposal, Federal lending will proceed hand-in-hand with 
participation by private, State, and local organizations. The Fed- 
eral Government may lend up to 25 percent of the total estimated 
cost of the individual projects, and it is necessary that State and local 
community organizations participate on at least a 15 percent basis 
subordinate to the Federal loan. A typical arrangement under this 
act would have a private insurance company lending 60 percent on a 
first mortgage basis with the Federal Government lending 25 percent 
on a second mortgage basis, and the remaining 15 percent of local 
‘and State funds taking a third position. An overall program for the 
economic development of the area must be prepared locally and a 
finding made by the State or any appropriate agency, instrumentality, 
or local subdivision thereof that the project for which the Federal 
loan will be made is consistent with such an overall program. By 
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such provisions as these, the Congress may be assured that the pro- 
gram will be carried out on a cooperative basis because of belief in 
the project and support of the project by participants on the State 
and local levels. 

Other benefits which are especially fashioned for assistance of desig- 
nated areas by provisions of this act would include community facil- 
ties benefits such as sewerage and water distribution and other bene- 
fits under the Housing Act and studies and assistance by the Secretary 
of Labor. Representatives of these agencies will explain in some de- 
tail activities to be performed by them under the bill. In summary 
fashion, it should be said that this act, in addition to new programs 
therein authorized for the Department of Commerce, would bring 
related activities of other agencies to focus on the economic problems 
of the designated areas on a priority basis. This technique will assure 
the maximum assistance from the minimum Federal expenditure with 
coordination by the Secretary of Commerce either by certification of 
need by the Secretary or by the use of an advisory board with repre- 
sentation from all interested agencies. 

This act would assign major responsibility for activities therein 
authorized to the Secretary of Commerce. We believe this is proper 
and wise. An organization set up outside of an existing department 
to administer the program would be contrary to a sound trend in 
Government organization which has been recognized for over 15 
years, contrary to the expressed views of this administration, the 
three preceding Presidents of the United States, and of both Hoover 
Commissions on Organization of the Executive Branch of the Gov- 
ernment. I refer to the policy against the establishment of independ- 
ent agencies to carry out programs closely related to the main purposes 
of existing departments or agencies. 

This act would, therefore, in the interest of efficiency and in the 
interest of assuring Cabinet consideration of problems which may de- 
velop in the administration of the program assign responsibility for 
administration to the Secretary of Commerce. For over 50 years this 
departmental Secretary has been charged with responsibility to foster, 
TER and develop foreign and domestic industry of this country. 

n light of this major purpose of the Department of Commerce and 

its experience in this field, it clearly appears proper from the stand- 
a0) of sound government organization to locate the proposed re- 
ated program in the Department of Commerce. There would thus 
be a focal point to which our citizens, local officials, and the Congress 
may turn for assistance in the resolution of difficulties sought to be 
achieved by the program authorized, 

The activities of the Administrator of Housing and Home Finance 
Agency under the amendments to the laws in this field would be tied 
into actions to be taken by the Secretary of Commerce, and the ac- 
tivities of the Secretary of Labor and the Secretary of Commerce 
and the activities of the Secretary of Labor and the Secretary of 
Health, Education, and Welfare under this proposal are closely re- 
lated to the major purposes of their departments, Their designation 
to perform these activities by the proposed bill does not, therefore, 
deviate from the principle sought to be carried out. 

The Secretary of Commerce would be authorized to use the available 
services and facilities of other agencies of the Federal Government 
on a reimbursable basis to avoid duplication of activities and mini- 
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mize expense in carryng out the act. Discussions have already been 
held with the Department of the Treasury for the purpose of ex- 
ploring use on a reimbursable basis of existing personnel in that De- 
partment with knowledge and experience in the processing of loan 
applications. Such a procedure, which appears feasible, would, of 
course, minimize the cost of the program by avoiding the need for 
setting up in the Department of Commerce a group whose skills ap- 
poe to parallel that already provided by the Department of the 
reasury. 

The Areas Assistance Act of 1956, in our opinion, would provide a 
program aptly fashioned to assist communities of our Nation which 
are areas of substantial and persistent unemployment and to enable 
the Federal Government to take preventive measures to minimize the 
increase in number of such areas. Its provisions have been carefully 
planned to make use of the excellent working relationship and con- 
tacts which Commerce has with State and local officials whose co- 
operation and concern in the solution of these problems are essential. 
We urge enactment of this proposal by the Congress, believing that it 
will provide the executive branch with authority to provide prompt 
and effective assistance at a minimum cost to the Federal taxpayer. 

The CHarrman. Mr. Secretary, where are the depressed areas? 
How much territory do they cover ? 

Mr. Mvetxer. Well, as indicated, sir, the main areas have been 
in the coal regions and the textiles areas. As far as the geographical 
area of the United States is concerned, they are somewhat widespread 
bag eastern half. I can read some of them to you, sir, if you would 
ike. 

For instance the major areas are Indiana, South Bend and Terre 
Haute; 

In Massachusetts, Lawrence and Lowell; 

In Minnesota, Duluth and Superior. 

The Cuairman. You mean that is the area affected ? 

Mr. Mvuetuer. Yes, sir, these are the major areas of substantial 
and persistent unemployment. 

Mr. Mumma. How about naming the commodities involved. For 
South Bend, that would be automobiles, wouldn’t it? 

Mr. Muetier. Yes, sir. 

The Cnairman. Then New England, textiles? 

Mr. Mvetter. That is right. 

The CHarrman. You don’t mean that merely those cities are af- 
fected, but the regions surrounding them? 

Mr. MuELLER. Yes, sir, the economic area. 

The Cuarrman. How large are those economic areas? 

Mr. Muetuer. They vary. 

The CHamrman. Well, take Kentucky. 

Mr. Mvertier. The whole eastern part of Kentucky is depressed. 

The Cuarrman. The whole eastern part of the State. 

Mr. Muetier. Yes, sir. 

Southern Illinois is another area, where coal mining is depressed. 

The Crarrman. In other words, wherever there are coal mining 
and textile industries, there is depression, is that true? 

Mr. Mveier. Iwouldn’t say depression, sir. I so would say that 
wherever there are coal mining areas and textile industry in the 
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North, there is liable to be a greater amount of unemployment than 
there is in the other industrial areas of the country. 

The Cuairman. That lack of employment not only affects that 
particular area but affects the whole State? 

Mr. Mve.ter. That is correct, sir. 

The Cuarrman. How can you say, as is declared in the bill, that 
while the Nation as a whole is enjoying great prosperity there are 
large areas that are in deep depression? It seems to me the proper 
statement would be that while there is prosperity in many sections 
of the Nation, in other sections there is depression and unemploy- 
ment. 

Mr. Mvuetter. Well, we have at the present time, sir, 63.8 million 
people gainfully employed in the United States and only 2,700,000 
unemployed. That is the greatest number by 214 million, of gainfully 
employed, over a year ago, and half a million or more less unemployed 
than there were at the same time. 

Mr. Hotianp. You say gainfully employed, do you mean full-time 
employed, or a man who makes 1 day of pay a week, is he employed 
under your ruling ? 

Mr. Mvetter. I wouldn’t say 1 day, sir. The criteria which the 
States have in their unemployment compensation acts is that a man 
must make less than a certain amount per week, which penerety 
amounts to 214 days’ work. If he is employed less than half-time, he 
can apply for partial unemployment. I know he can in the State of 
Michigan. 

Mr. Houianp. I think your figures are very misleading, because 
they are not true. You state there are so many people employed. 
That means they are employed. But they are not employed at living 
wages or living incomes. 

Mr. Murtzer. I would like to be able, sir, to present to you the 
résumé of the Department of the Census which shows that the aver- 
age employment in the country, I believe, is slightly under 40 hours 
per week on the average—39.7 or something like that. That is a mat- 
ter of statistics that 1 would be glad to present to this committee, and 
give you the benefit of the monthly survey that shows exactly how 
muny are employed on a full-time basis, and how many there are on 
a part-time basis, and the amount of part-time. 

Mr. Boiron. Just for clarification, Mr. Secretary, on a comparative 
basis these figures are compiled on the same standards as they have been 
in the past, is that correct ¢ 

Mr. Mvetirr. For a number of years, sir, they have been compiled 
on this same basis—I think for more than 20 years. 

Mr. Mutrer. Will you yield, Mr. Holland ? 

Mr. Houxanp. Yes, sir. 

Mr. Muurer. I don’t think you are quite accurate there. This ad- 
ministration, beginning in 1953, changed the manner of preparing our 
employment and unemployment statistics, isn’t that correct ? 

Mr. Mveuier. There was an increase in the sampling procedure, 
which took a much broader look at the monthly figures. By “broader 
look”, I mean a greater sampling. These statistics are gathered not 
by counting noses of every individual. You could see the impossi- 
bility of doing that on a monthly basis. But it is done on the basis 
of the most up-to-date statistical procedures, on a sampling basis. 
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About 2 years ago, in 1953, there was an increase in the sampling 
method, which is the basis on which the figures were developed. 

Mr. Mutter. As a matter of fact, up to the end of 1952, the Labor 
Department compiled its statistics on the basis of sampling which did 
not rely solely on those who were drawing unemployment compensa- 
tion but took into account not only those drawing unemployment 
compensation but those who were actually part-time unemployed, even 
though they didn’t qualify for compensation, isn’t that true? 

Mr. Murtier. That I believe is true. I would prefer, sir, to have 
that testimony presented by the Department of the Census. 

Mr. Wo corr. It is here in the statistics of the Department of Labor, 
the economic indicators. 

Mr. Mutrer. As to how it is done now ? 

Mr. Wotcorr. As to how it has been done. 

Mr. Mutrer. I think Mr. Holland had the witness. He yielded to 
me. 

Mr. Hoiianp. I will yield to the chairman. 

The Cuarrman. I believe I have the witness as the chairman. 

Mr. Hotianp. That is correct. You yielded to me, sir. 

The CuarrMan. I would like to ask a question. 

Usually, when there is prosperity in this country, it covers the coun- 
try like a blanket. Everybody is prosperous and no segment of the 
economy is deeply depressed. What is the fundamental reason for 
the unemployment in the textile and coal industries and other indus- 
tries which are suffering ? 

Mr. Muetirr. You are asking me the $64,000 question, sir. 

The Cuairman. That is what I want answered. 

Mr. Mutrer. Does the record show the witness can’t answer the 
question ? 

Mr. MvE.ter. I can give you some of the reasons, sir. 

Mr. Wo corr. I think probably he doesn’t answer it because there 
might be an element of politics connected with it, which he wouldn’t 
want to get into, 

I will explain what I mean. 

Mr. Hoiianp. That is not a sacrilege. 

The Cuamman. Itisa fair question. 

Mr. Woxcort. Yes, sir; it is a fair question and should have a fair 
answer. 

Mr. Mutrer. From the witness? 

Mr. Wo tcorr. It is perfectly all right with me. I have only an 
academic interest. 

The Cuairman. I think that is a fundamental question. 

Mr. Muetier. Well, it is a fundamental question. 

The Cuairman. I think we ought to know that before we prescribe 
the remedy. 

Mr. Muetier. All right. I can cite, sir, the furniture business, 
which I was engaged in in Grand Rapids. At that time Grand Rapids 
was the principal producer of furniture. Today our good friends in 
High Point and in the North Carolina area. produce probably five 
times as much furniture as we produce in the western Michigan area. 

Youask why? Why did the industry move down there? 

Because they could produce more economically, and capital and 
production seek the place where they can produce most efficiently. 
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The same thing is true of the textile industry. Why did they move 
out of the North? They moved because they could have their product 
made less expensively under better conditions, and they could market 
their product more efficiently and at lower cost. And that is the 
profit and loss system, that is the free enterprise system. 

As a resident of Grand Rapids, I don’t hold it against the people 
in the South that they have taken the industry, to a large extent, 
away from us. It is an economic condition. We can’t fight that 
situation. 

The Cuarrman. Are you contemplating doing anything to relocate 
those industries? You wouldn’t move them, would you? You 
wouldn’t attempt to move the industry, if it had gone there because 
conditions are better for them ? 

Mr. Muetuer. No, I wouldn’t attempt to move them; of course not. 
Everybody knows that the industrial development of the South has 
been a phenomenal success, and that it is going on all the time. 

I don’t want to give a political speech for our southern friends. 

Mr. Mumma. Mr. Chairman, could I interpolate a question ? 

The Cuarrman. Yes, sir. 

Mr. Mumma. Here on page 12 you talk about robbing Peter to pay 
Paul. Don’t you think that is what we have been doing with the 
TVA‘ We have been taxing the Northern States and put TVA there 
to give cheap power, and they advertise how cheap it is and that draws 
industry. 

Mr. Muetter. I do not believe the Federal Government should 
differentiate between any geographical or economic section of the 
United States to the advantage of one and the detriment of another. 

Mr. Mutter. Then you must be opposed to this bill. 

Mr. Muetier. I am not, sir. I do not say that we are going to take 
industries away from one locality and put them in another. 

Mr. Mutter. But you are going to he 

Mr. Mutrer. Wait a minute. This country is a dynamic country. 
It is a growing country. We say that there will be opportunities for 
industries to expand. 

Now, we say that those industries which want to disperse them- 
selves, and which want to have branch plants, we say that those are 
the types of industries that should be attracted to these areas. We 
do not want to rob one section of the country for the other, by virtue 
of giving them a Government subsidy or loan or any other advantage. 

The Cuarrman. You expect to rebuild these depressed areas with 
industries that have not been there before? 

Mr. Mvuetter. Right. 

The Cuarrman. New industries? 

Mr. Mvuetier. Yes, sir. 

The Carman. You say that you are going to have some processing 
plants that will furnish these people with employment ? 

Mr. Muster. Yes, sir. 

The Cuarrman. That will probably take the farmer off the farm, 
and there wouldn’t be any agricultural production in that section; 
isn’t that true? 

Mr. Muetirr. No, I disagree with you, sir, because food processing 
sometimes is a seasonal process, and there have been many areas in 
this country where part-time processing plants have been established, 
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and a farmer is enabled to supplement his earnings on the farm by 
working part time in the plant. 

The Cuaimrman. That would be off-season employment, then? 

Mr. Muetier. Not altogether. I cited that as an example. There 
. are some where he could work 4 or 5 hours a day on his plant and the 
rest of the day on his farm. There are many variations of that, sir. 

The Cuamman. What interest have the local subdivisions shown 
in furnishing part of the money for this program? 

Mr. Mueuuer. Well, let’s take Lowell, Mass. 

The Cuarrman. For instance, the cities, in almost every instance, 
I believe, are limited in their tax rate, limited in their expenditures, 
limited in their indebtedness, and would probably be unable to raise 
the money if it were any considerable sum. Have you gone into that? 
. Mr. Mvue.ter. Yes, sir; we have. 

: Let’s take Wilkes-Barre, Pa.,asan example. They have raised about 
$2 million. That money is raised from local citizens, not on a tax 
basis. It is raised as investment capital in the community. 

The Cuarrman. Then you don’t expect the cities, as corporate units, 
to furnish the money; you expect that to be furnished by private 
| enterprise, and by individuals? 

Mr. Muewuer. I would say by local developmental corporations, 
| mainly, where capital is pooled by the local business people and local 
3 residents, who pool their capital to accomplish the objective of bring- 
ing in new industry. 

L The CuairMan. The Government furnishes 25 percent, and that 25 
, percent has priority ; has it not? 

Mr, Mue.ter. No, the priority could be given to the first mortgage 
holder on the property. In other words, in the example stated here, 
'  Iet’s assume that the local developmental corporation or entity in 
Lowell, Mass., or the local chamber of commerce, has been discussin 

with a corporation in New York City, which is expanding and aan 

like to establish a branch plant in a favorable climate—and I mean 
P economic climate—and they have been attracted to Lowell. They are 
a successful corporation and are going to establish a branch plant. 

Now, the first thing that would be done would be to examine the 
prospects of their expected success in that area, and they would inter- 
est an insurance company or even local banks, if the banks have the 
lending power, to take a first mortgage on this new facility—let’s say 
up to 60 percent. 

The local people, however, using, for example, the local development 
corporation for that vicinity, must furnish 15 percent of the money 
to show their good faith. That is more or less equity money. That 

| is after the first mortgage, and the Government comes in with a 25 
_ percent loan. 
4 | The Cuarrman. How is the Government loan secured ? 
Mr. Mvetter. By a second mortgage on the property. 
The CHarman. The local subdivision, the local corporate entity, 
furnishes 15 percent ? 

Mr. Mueuier. That is right. 

The Cuamman, And the provision would be that 60 percent is fur- 
nished by the local financial agencies ? 

Mr. Mueuuer. Yes, sir, whether it is furnished as a first mortgage 
or furnished on a loan basis other than a mortgage loan is inconse- 
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uential, but that particular amount would be, let’s say, ahead of the 
Revarensal loan, unless it was all equity capital. 

The CHarrman. What assurance have you that the local agencies 
would furnish the money? They are lending for profit and they are 
interested in safety. What assurance have you that they would lend 
60 percent ? 

Mr. Mueturr. Well, in Wilkes Barre, Pa., again to use that as an 
example, the Eberhardt Faber Pencil Co. was brought to that area on 
that basis, and the insurance company in that particular instance 
loaned 60 percent. 

The name of the local entity was the Wilkes-Barre industrial fund. 

Personally, I can give you some real personal experiences. I hap- 

n to have been a director of what is known as the Grand Rapids 

ndustrial Corp., which was a corporation organized in the days of 
the depression to bring new industries to Grand Rapids. 

At the time of the depression, Grand Rapids was one of the worst 
spots in the country, because we were more or less a one-industry town. 
Now, those of us who felt we were charged with the responsibility for 
the community, organized this corporation, we loaned money to small 
corporations, and our criteria was “How much employment can you 
furnish, and how much employement can you keep on adding ?” 

We have some industries that today are $15 million industries that 
were loaned $5,000 many years ago and are now large concerns. 

It merely shows what a group of interested people at the local 
level can do, and I think the main thing this bill will do is to stimulate, 
at the local level, the desire to help themselves. We want to stimulate 
our people to do those things for themselves which they can do, and 
not to depend on anybody else. 

We didn’t have a cent of Government money as far as we were con- 
cerned in Grand Rapids, and today, look at it in Business Week or 
any of the business publications and you will see it is one of the bright- 
est spots and has been for the last 10 or 15 years. 

The Cuarrman. What importance do you attach to technical assist- 
ance? Ican understand why the undeveloped areas of the world need 
technical assistance, but I doubt very much whether technical assist- 
ance would be very helpful in this country. 

Mr. Mvuetier. Well, technical assistance can cover a large area. In 
other words, it doesn’t necessarily mean the process, but it means more 
advice on the type of industry or type of manufacturing corporations 
that would best succeed in that area, taking all factors into considera- 
tion. 

In other words: if it has a favorable climate, if it has plenty of good 
water ; plenty of good water is always a drawing card for certain types 
of industries, paper, for example. 

The Cuarrman. Of course, we are all interested in the people we 
represent in our own States, but how could you help the depressed 
areas of Kentucky ? 

Mr. Murtuer. We have given you two examples. We mentioned 
the brines. That is where research and technical assistance comes in. 
In other words, if those brines contain certain types of minerals that 
can be reduced and developed and extracted economically, you may 
have a bit chemical industry. You know, right up in Midland, Mich., 
you have the Dow Chemical Co. 
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The CuarrmMan. What those fellows up there need is something to 
eat right now. They can’t wait for this research. 

Mr. Patrman. On that point, Mr. Chairman, would you yield for a 
question and a brief observation ? 

The Cuarrman. Yes, sir. 

Mr. Parman. The people in Kentucky don’t know anything about 
the chemicals made from brines: do they, the local people ¢ 

Mr. Mvuetter. They wouldn’t know. 

Mr. Patrman. In other words, it is just like putting a steel indust 
in Texas. We know cotton, cattle, and oil, but we don’t know steel, 
You can’t get people interested locally to invest in something they 
know nothing about, and take a third mortgage; you couldn’t get 
them to do that at all. You have got to have something they know 
something about. Banks will not make loans in these instances. 

Mr. Muurer. I think Mr. Patman overlooks the fact that eventually, 
maybe 5 or 10 years from now, scientists may develop a process by 
which these brines can be used. 

Mr. Mvetirr. The people in eastern Kentucky, Mr. Patman, cer- 
tainly do not know about brine and the chemicals which may be 
derived from it, but if research shows that that can be a profitable 
operation, you will see plenty of chemical companies coming in there 
and establishing plants for the utilization of that brine which gives 
employment to the community. 

Mr. Mutter. Venture a guess as to when that will happen in Ken- 
tucky. 

Mr. Muetrer. Well, you are asking me a specific question there 
which I cannot answer. 

Mr. Mutter. Well, you should not come in with a speculation as a 
solution to a problem. You can’t say whether it will be 15 or 20 
years before Kentucky can use that brine. Kentucky has a problem 
now. How are we going to put those people to work now? Don’t 
tell us that 15 or 20 years from now we may develop something that 
will put these people to work. They want to eat now. 

Mr. Wotcorr. What is the alternative? 

Mr. Mutter. I will give you some alternatives if I testify on the 
bill. In the meantime, let’s get the information from the agencies 
that are advocating this bill. But let’s not have these general ideas 
that are up in the air. Let’s get down to earth. How are we going 
to put these people to work now in Kentucky and West Virginia? 

Mr. Botton. Will you yield? 

Mr. Mutter. Yes, sir. 

Mr. Boron. I can give you an example from my own district. 

Just prior to the war—you must remember that the war stopped 
a great deal of development—brines were discovered along Lake 
Erie. As a result of that you have a chemical development where it 
is expected that within 10 years you may well have the second largest 
chemical center in the country, just because of the discovery of those 
brines. So I think it is an apt illustration of a long-range standpoint. 
I don’t think it is an immediate one. 

Mr. Mutrer. I am in favor of all the research we can get, but let’s 
not come in with a 10-year research and development plan when we 
are talking about trying to relieve a situation that exists now. 

I am for that program, too, but let’s not bring it in as a part of a 
program to help distressed areas. 
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Let’s talk about what we know we can do now, not what we are 
going to develop over a 10-year period. 

Mr. Mumma. There are a lot of places in Pennsylvania which are 
trying to lift themselves by their own bootstraps. 

The Cuarrman. I know that the people in a el now need food 
and not brines and we ought to do something as quickly as possible. 
I do think we ought to make some investigations as to what we can 
do in the future, but it will not relieve conditions now. 

Mr. Woxcorr. Mr. Chairman. 

The Cuarman. Mr. Wolcott. 

Mr. Wotcorr. Before we get off this question of brines, the witness 
has mentioned that the Dow Chemical Corp., at Midland, Mich., has 
developed certain industrial uses for these brines. As I recall it, 
magnesium is made from these brines, is that not right? 

Mr. Muetier. That is correct. 

Mr. Wo corr. I do not like to get provincial, but inasmuch as we 
are talking about northern Ohio, 1 want to get in a plug for my own 
hometown, Port Huron, Mich. 

Port Huron, Mich., was a distressed area at one time. The Dow 
Chemical Co. found it advisable to establish a magnesium plant in 
that area. They had to go so far as to ship the brine from Midland 
to Marysville for the production of this magnesium, because of cer- 
tain qualities of the water in the St. Clair River, I presume, the 
combination of the two would develop a very splendid magnesium. 
As a consequence, the magnesium industries prospered in Port Huron 
for some years, and gave employment to I don’t know how many 
hundreds of thousands of people. 

That is an example of what you would like to develop, is that 
correct ? 

Mr. Mvuetuer. That is correct, yes, sir. 

Mr. Woxcorr. I am just asking a question, and then in typical 
Yankee fashion, answering it. What has happened to the leather 
goods industry of the New England States? It has gone down to 
the source of supply, in the Southwest. 

The textile industry of the New England States has gone to the 
South, close to the sources of supply. 

The precision instruments ot under what I consider a very 
fallacious tax policy which we discussed rather briefly here yester- 
day, has been practically destroyed in the New England States, and 
has gone to Switzerland. 

The New England States, as I understand it, have recovered some- 
what, on their own, from a very disastrous recession, and with the 
little help that you might give them under this bill, if enacted, they 
might get the shot in the arm which may make the New England 
States 9 as oar an area as they used to be. 

I think it might be interesting to put into the record at this point, 
the official statistics on what has happened to our economy at the 

resent time, taken from the official document known as Economic 

ndicators—this is of March 1956, the last available. These indica- 
tors are prepared by the Council of Economic Advisers. They are 
mostly figures from the Department of Agriculture and Bureau of 
Labor Statistics and from the Office of Business Economics of the 
Department of Commerce. 
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Now gross national product, which is the value of all goods and 
services produced in the United States, in the fourth quarter of 1955, 
amounted to $397,300 million, which is the highest it has ever been, 
and an increase, since 1952, of $52 billion, roughly. 

That of course has been reflected in national income. 

National income in the fourth quarter of 1955 was at an all-time 
high, notwithstanding our great prosperity during the war periods, 
and stands at $331,200 million. 

Of course, that is reflected in an increase in employment. The 
labor force, civilian labor force, as you have pointed out, is at 
65,491,000 as of February of this year. 

In February of 1955, it was 63,321,000, an increase over the year 
before of over 2 million. 

Of course, that has been reflected also in unemployment, and the 
percentage of unemployed in the labor force, as of February 1956, 
was 4.4 percent. 

That is a decrease, from February 1955, of just about 1 percent. It 
was 5.3 percent at that time. 

I think here is an interesting situation, in view of the problem, 
something that I haven’t been able to reconcile myself, and I wish 
somebody would help me do it: Notwithstanding the decrease in farm 
income, which we of course recognize, if we are realistic about it, the 
total of people employed, over 14 years of age, on farms in the United 
States, is 5,470,000, which is 400,000 more than in February 1955, and 
there have been few occasions—let’s go back to 1958, we there were 
employed on farms, 6,562,000 ; 1952, 6,805,000. 

he thing which I am interested in is, if farm income is declining, 
and farm employment remains almost constant and increases, periodi- 
cally—of course I take into consideration seasonable adjustments and 
so forth—why are we employing on the farms just about as many 
people now, with the lowering of farm income, as we did a year or 
two or three ago? 

Mr. Parman. Mr. Wolcott, would you mind stating the figures for 
the years 1951, 1952, 1953, 1954, and 19552 

Mr. Woxcorr. 1951 is not in here, but 1950 is 7,507,000; 1952, 6,805,- 
000; 1953, 6,562,000; 1954, 6,504,000; 1955, 6,730,000. 

It seems to average out at just about 6,700,000. 

Mr. Parman. If you will notice it kept going down to such a low 
point that it had to go back up. 

Mr. Wotcorr. Why did it have to go back in view of the decline of 
farm income? 

Mr. Parman. They had to produce to make a living. 

Mr. Wo.corr. You mean they had to go to work because—why did 
they have to produce more? Why did they have to use as large a era 
force to produce as much income on the farms during all this period ? 

If you want the farm income figure, it has risen, in this fourth quar- 
ter of 1955, $100 million. 

Mr. Parman. You mean on an annual basis? 

Mr. Wotcorr. Yes, on an annual basis. As a matter of fact, farm 
income is just about where it was in 1955. 

Mr. Parman. How does that compare to 1952? 

Mr. Woxcorrt. $2,919 million in 1952. 

Mr. Parman. That cannot be correct. 

Mr. Wotcorrt. It is your figure. 
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Mr. Parman. I know, but there is something wrong about that. 

The Cramman. Well, there is nothing in this bill roy the farmer. 

Mr. Woxcorr. Yes, there is. He has covered that, I believe, because 
if you menting: these small industries in these agricultural areas, you 
supplement the farmer’s income. I would dare say that 60 percent 
of the farmers in the Detroit area supplement their income by work- 
ing in Detroit. 

Mrs. Grirrirus. Will the gentleman yield right there? 

Mr. Wo corr. I yield. 

Mrs. Grirrrrus. I would like to ask, Mr. Secretary, in this building 
of factories in distressed areas, the factory owner is going to be 
permitted to borrow 60 percent of the money from the bank, is that 
right? The local bank? 

‘Mr. Mveuuer. Well, it is assumed that he will get a 60-percent 
mortgage. 

Mrs. GrirrirHs. And the Government will supply 25 percent. 

Mr. Muetier. Yes, sir. 

Mrs. Grirrirus. And at what rate of interest? 

Mr. Muetirr. The rate is not specified, but it would be undoubtedly 
the going rate in the community. 

Mrs. GrirrirHs. And how long will he have to pay ? 

Mr. MvueELLeR. 20 years, maximum. 

Mrs. Grirrirus. And the people in the community will supply 15 
percent, is that right? 

Mr. Mvuetter. That is right. 

Mrs. Grirrirus. For a third mortgage. 

Mr. MvueEtter. Yes. 


Mr. Grirrirus. I would like to know what is built into this bill to. 


see to it that the Government is not subsidizing a competition for a 
present industry. 

Mr. Mur ter. It is stated in the bill, in section 107 (a) the last part: 

It is not to assist establishments relocating from one area to another when 
such assistance will result in substantial detriment to the area of original lo- 
cation by increasing unemployment. 

Mrs. GrirriTHs. That is it would not assist, for instance in relo- 
cating Grand Rapids Furniture in High Point, N. C. 

Mr. Mvuetter. It certainly would not. 

Mrs. GrirrirHs. But would it assist men from Grand Rapids, who 
knew the furniture industry, who were not moving their plant at all, 
who kept their plant in Grand Rapids, but to go down to North Caro- 
lina to set up a branch ? 

Mr. Mue.ter. It would, if it was in an area of persistent unemploy- 
ment. Of course, you have we call an “iffy” question because in North 
Carolina there is not unemployment. 

Mrs. GrirritHs. Well, let us take the textile industry. Is it going 
to build up textile industries, for instance, in the South? The Gov- 
ernment is going to subsidize the building of these textile industries, 
which is going to create competition for plants in the New England 
area, isn’t that right? 


Mr. Mvetier. I think you would be right in that instance, although : 


I would say this: that I feel the Administrator of the bill and the 
Department of Commerce would have to take a very close look at any 
request. for assistance where there would be a considerable possibility 
of depriving another area of the country. 
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Mrs. Grirrirus. Would you think it would be fair that if such a 
bill were enacted, that at least the Government would demand that the 
people in the new location, those who were doing the work, were paid 
the same wage as those in the old location ? 

Mr. Mue.ter. Well, one of the reasons, of course, in our free enter- 
prise system, that industries seek to locate in different areas is because 
they have a more favorable labor climate. 

Mrs. Grirrirus. That is right. 

Mr. Mueuter. Now that is not always necessarily due to a differen- 
tial in wages. I think if we made that a requirement, that you would 
probably have so much difficulty trying to administer that, that it 
would make the bill almost inoperative. 

Mrs. Grirrirus. Would you think it would be fair that the Govern- 
ment require that employees in the new location have the same unem- 
ployment rights as those in the old location, that is if the going 
concerns paid 26 weeks of unemployment, then that the new ones 
would have to pay 26 weeks, too, if Government money were used ? 

Mr. Mueiier. Of course our unemployment compensation acts are 
all State acts and I do not see how we could possibly interfere with 
that. 

Mrs. Grirrirus. Well, you could just say we won’t lend the money 
unless the State amends its laws to go along with this. 

Mr. Muetier. I would hesitate to see, Mrs. Griffiiths, us putting 
roadblocks in the way of our main objective, which is to relieve 
unemployment. 

Mrs. Grirrirns. Under the very premises on which you are work- 
ing, you are possibly going to relieve unemployment in one area and 
going to increase it in another, isn’t that right? 

Mr. Mueuier. You are assuming a static situation. You are assum- 
ing that this country is not going to grow. We do not have a statie 


' gross national product. Mr. Wolcott just read the statistics, to the 


a 


effect that the last quarter of 1955 our gross national product was 
$397 billion, and it has been maintained in the first quarter of this 
year on that level and possibly even a little higher. This country is 
dynamic. It is growing. We are not robbing Peter to pay Paul. 
Mrs. Grirrirus. I am not assuming anything. The thing that I 
am quite interested in is this: where private enterprise supplies all the 
money, I think they have a perfect right to move anyplace they want 
to, but the moment you ask the taxpayers to supply 25 percent of 
their money, then I think the Government has to bend over backwards 


} to make sure that it is not subsidizing industry in one area at the 
| expense of others. 


Now, let me ask you another question: For instance, on the textile 
workers, if they are going to move into an area where they are going 


}to get labor for 25 cents an hour in place of $2, and they are 


4 





} going to pay 10 weeks unemployment instead of 26 weeks unemploy- 


ment, has the Government considered that it should demand that 
this saving be passed on to the consumer, so that it is not just a 
reduction in price that would put the high-priced manufacturer out 
of business, but it is actually a reduction that represents the kind 
of saving that the Government has subsidized? Could that be put 


| into the bill? 


Mr. Mvruier. I would say that it should be a consideration of the 
Administrator in administering the bill. 
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Now I can cite you example after example, because that is exactly 
what has happened to the furniture business. 

Mrs. GrirrirHs. Incidentally, what is the average hourly wage of 
a skilled employee of the furniture business in Grand Rapids? 

Mr. Mvuetter. About $1.53. 

Mrs. GrirrirHs. What is the average hourly wage, if you know, 
of a skilled furniture maker in High Point? 

Mr. MvueE tier. $1.20. , 

Mrs. GrirritrHs. We pay 26 weeks unemployment, isn’t that right? 

Mr. Mvetter. That is right. 

Mrs. Grirrirus. What do they pay in North Carolina? 

Mr. Muetter. I do not know. But carrying that out, of course 
that is one of the reasons that industry has moved to the South, 
because there was a surplus of labor all over the South, originally 
and naturally industry did move. 

Answering your question now specifically, I can cite an example 
of a plant of a good friend of mine in Grand Rapids who established 
a plant in North Carolina last year. I would say this, that he has 
taken business that he would have produced in Grand Rapids, and 

roduced it down there. He is still maintaining his plant in Grand 
apids, but on possibly a more limited basis that he would have. 

I do not think that the Federal Government should look with 
favor on doing that if they subsidize it. In other words, I agree 
with you absolutely. 

Mrs. GrirrirHs. It would be completely unfair. 

Mr. Mvetter. It is a completely unfair situation. 

Now when you get into the question of unemployment compensa- 
tion, that of course is a percentage that we pay on our payroll, and 
if you have had a favorable rate of employment in the State of 
Michigan—we pay, for instance, in the plant that I was associated 
with, one-tenth of 1 percent, because in our particular plant we do 
not have any unemployment, and that is the lowest rate you can pay. 
So one-tenth of 1 percent would not affect a selling price. 

Mrs. Grirrirus. But the Administrator of this bill, if it were to 
be put into effect, is certainly going to have to be able to look through 
the corporate entity. He just cannot say simply because you do not 
move this plant bodily from Grand Rapids to High Point, it does 
mean that if the management comes down here and sets up a new 
plant, that they are actually competing and putting out of business 
their old plant. 

Mr. Hotianp. Will you yield, Mrs. Griffiths? 

Mrs. Grirrirus. Yes. 

Mr. Hottanp. I am a little disturbed over this bill by the way you 
bring out these points. You are speaking about relocation of indus- 
try. I thought this bill was to create new industries, and not to re- 
locate industries. 

Mr. Mvuetter. Mrs. Griffiths raised the question—— 


Mr. Hortanp. If you are going to relocate industry we might as 


well forget the bill because what you are going to do is create an 
unemployment problem somewhere else. 

Mr. Murer. I think that in our presentation, and I am sorry that 
we got off the track, because specific questions were asked as to what 
you would do under certain conditions, the objective of the bill is to 
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create new industries, to create new opportunities, and as I say, we 
are a dynamic, growing economy. This country expects to have 15 
million more people by 1965. Just the wants of those new people, who 
will have been born by that time, and the others growing up, will 
create new opportunities, 

Mr. Hotzanp. In this bill, Mr. Secretary, you have the story of the 
retraining of labor which is displaced. 

Mr. Movetzer. That is right. 

Mr. Hottanp. I think that is one of the big problems in the United 
States today—how to train the displaced worker, whose job is being 
changed by automation. 

I think that is one particular problem in itself. It does not concern 
the creating of new industries, with the exception of the Labor De- 
partment having places to train these people in the new industries, as 
the displaced person is displaced. 

The next thing is, if you are going to help the relocation of industry 
that now exists, you are going to create a worse condition than you 
have today. 

Let’s say 10 States want to get new industries. And you are called 
into the problem. And I might add I am from a district which has a 
redevelopment program in process, and it is successful—Pittsburgh, 
Pa., where we have done a great job. All you are going to be called 
upon to do is to lend money. The local organization has to carry this 
through entirely. All you are going to do is to ask the Federal 
Government to lend the money, and they will all be on the same basis; 
isn’t that right? 

Mr. Moe.ier. That is right. 

Mr. Hoxtianp. In other words, you cannot do anything outside of 
that at all. Because if you did, you would be taking sides. 

Mr. Mvetruer. I think I made the statement here, sir, that I would 
be absolutely against any action by the Government of the United 
States to favor one geographic area over another, and to give oppor- 
tunities in one area that were not equally given in another. 

Mr. Hotztanp. The condition we have in Pennsylvania is the plight 
of the miners. 

Mr. Mvertrr. That is right. 

Mr. Hotxanp. I think that is one of the things the Department 
should be doing, finding new means and methods of using coal. I do 
not think we have done enough experimentation, as far as the Govern- 
ment is concerned, in the way of finding new uses for coal. 

The next thing is the relocation of industry, in order to get a cost 
advantage over competitors. I think that is the thing that is hurting 
us‘more than anything else—the relocation of the textile industry in 
the South. Because they are getting cheaper labor there and, as you 
mentioned in your talk about the unemployment compensation, work- 
men’s compensation, to be frank with you, should be a Federal propo- 
sition. We in Pennsylvania have now 30 weeks of unemployment 
compensation, and we have workmen’s compensation for the totally 
disabled, for life. 

Naturally, according to this, we should be penalized for being a 
humane State, by having our textile industries move to some other 
State, which treats its employees the same as it treats machinery. 
When they are disabled they are dumped on the scrap heap. I do not 
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think the Federal Government should have any part in creating indus> 
tries in those States. I think that should bea part of it. 28 

I think this bill should declare, all things being equal, that the going 
wage that has been paid in the community where the plant was origin- 
ally, should be paid in the community where these industries are 
settled. dngicte 

Mr. Mvueuzer. Do you think that would be practical ? 

Mr. Hotuanp. It may not be practicable, but it is possible. 

Mr. Muster. Let me give’you an example. General Electric have 
just built a very fine new plant in Holland, Mich., where they make 
fractional horsepower motors. They are not paying any lower wages 
there than they pay in any other plants, but they located there‘ because 
it was a favorable location. There was good solid Dutch labor there, 
and they wanted to build that plant there. That is the type of environ- 
ment. In other words, these communities—— 

Mr. Hotianp. What are you saying there? Is that why they settled 
there ? 

Mr. Mvetter. No. 

Mr. Hoiianp. In other words, you are saying that it is to their 
advantage because there is no union in that community. 

Mr. Mvetier. They have a union. They have a national union. 
There is a union. 

Mr. Hotxianp. Not of the— 

Mr. Mvetier. It was not on account of the union. 

Mr. Mumma. G. E. has a contract covering all its plants. 

Mr. Hotianp. What advantage would they have then ? 

Mr. Muetter. More favorable working conditions. 

Mr. Hotianp. I think human beings are the same all over the world 
as far as working is concerned. 

Mr. O'Hara. Mr. Chairman. 

The Cuarrman. Mr. O’Hara. 

Mr. O'Hara. I will only take a minute, Mr. Chairman. I want to 
ask.the Secretary to delete the word “self-respecting.” That implies 
that an honest person who is out of a job and receives unemployment 
insurance is not self-respecting and I do not think the Sertetary 
meant that. 

Mr. Mvuetier. We did not mean it in that respect. 

Mr. O'Hara. Will the Secretary on his own motion withdraw that? 

ois PatMAn. It is already in the record. He has read it into the 
record. 

Mr. O’Hara. May I ask unanimous consent of the committee that 
the word “self-respecting” be deleted? I don’t think the Secretary 
intended to cast an aspersion by implication on these good people who 
through no fault of their own, are unemployed and who receive un- 
employment payments. 

Mr. Mvueutier. You are absolutely correct, sir; and Mr. Chairman, 
Task that. 

Mr. Patman. There is no question that it should be deleted. The 
witness admits that it should. He asked unanimous consent to do it, 
Mr. Chairman. 

Mr. Wotcorr. As I understand it he has permission to revise his 
remarks anyway. ” 

Mr. Parman. I know, but he has réad it into the record. 
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The Cuarrman. Without objection, that may be deleted. 

Mr. Parman. A parliamentary inquiry, Mr. Chairman. I want to 
interrogate the witness sometime, and I pronenly won't finish for 20 
minutes so obviously it cannot be done this morning. The House is 
meeting and I have to be over there. I wonder when the committee 
will meet again and we will have an opportunity to interrogate the 
witness. 

The Cuarrman. The committee will meet again tomorrow morning. 

Mr. Parman. Will the same witness be “al tomorrow morning? 

The CHarrman. Yes, I presume so. Can you return tomorrow 
morning? 

Mr. Mvuetter. Yes, sir. 

Mr. Motrer. Mr. Chairman. 

The Cuarrman. Mr. Multer. 

Mr. Moutrer. Have any of the banks or insurance companies been 
consulted as to whether or not they would go into this kind of a 
lending program ¢ 

Mr. Mvetter. Not specifically with respect to this bill, that I know 
of. 

Mr. Mutter. Is it intended to make any limitation on the amount 
of any one loan under this bill ? 

Mr. Mourtyer. There should be, of course, a limitation. You mean 
in actual dollars? 

Mr. Mutter. Yes. 

Mr. Mvue.uer. No. 

Mr. Mutter. To the extent that small business will be asked to co- 
operate in this program, why shouldn’t this lending facility be vested 
in the Small Business Administration, rather than in a new lending 
agency created in the Commerce Department? Your Department 
has no lending authority today. 

Mr. Mueuirer. No. As we indicated, Mr. Multer, we propose to 
cooperate with the Treasury Department, just as the Small Business 
Administration cooperates now with the Treasury Department. 

Mr. Mutter. But as I understand the bill you propose, or you are 
supporting, it provides that the Commerce Department shall be the 
lending agency of the Federal Government. 

Mr. Murer. That is ri ght. 

Mr. Mutter. Why should we create a new lending agency when 
everybody has been saying we ought to consolidate these lending 
agencies? Why shouldn’t we give it to an existing lending agency? 

Mr. Wotcorr. Will youyield, Mr. Multer? 

Mr. Murer. Yes, sir. 

Mr. Wotcorr. Wouldn't it be necessary to amend the Small Business 
Act to increase the possible amount of the loan ? 

Mr. Mutter. Water agency would be given the authority would 
have to have an express provision of the law giving them the authority. 
It-is not a question of what law needs to be amended, my question is 


. directed to the principles of who should be given the authority, 


Mr. Woxcorr. You would have to change the identity of the Small 
Business Act almost completely if you did that. 
Mr. Muurer. I am not concerned with what we would have to do 


.in any other agency. Certainly if we are going to take this bill and 


create a new lending authority in the Commerce Department we are 
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rtment. 
. Muster. In cooperation with the Treasury Department and 
with other agencies involved, it was the opinion of the Treasu 
partment, that handling it in the way we are proposing in this 
bill would be the best solution. In other vigor it is proposed that 
the Treasury Department would do all the work on a reimbursable 
basis, but the responsibility lies in one man, the Administrator. If 
_ have an Administrator of this act, and you have some other agency — 
at is independent of him doing the lending, you have a coordination 
ig that might cause difficulty in actual management of the whole 
ill. 

Mr. Mutter. I most respectfully disagree with you that you can 
get good operation by having one agency charged with the authority 
to do it and having it delegate that authority to another agency to — 
do the job. The agency that is authorized to do the job should be © 
Serres to do it and should do it and not delegate someone else to 

o it. 

That is my opinion. 

Mr. Moetter. Let’s look at it this way, sir: The Administrator is — 
a man who is charged with the actual processing of any loan, but he 
delegates to the Treasury Department the detail of getting all the 
financial background pa | the information and the reliability of the — 
people and so forth, from a financial angle. Because that is what | 
they are really—— 

Mr. Murer. What you are in effect saying is that the lending officer 
will delegate to another agency the duty to get together all the credit 
information on which the ending officer is going to do his job. 

Mr. Moue.ter. That is right. 

Mr. Mutter. I think that is very, very bad banking. Maybe I am 
wrong. My experience with banking indicates that that is the wrong 
way to run a lending program. 

Roos Moe ter. The Small Business Administration does that right — 
along. | 

Mr. Mutter. No, sir, it does not. The Small Business Administra- 
tion is authorized to do the gre, does the lending, does the investi- 
gating, does the disbursing, does the approving, does the closing, the 
only thing it is limited by, unfortunately, is the Loan Policy Board 
consisting of the Secretary of Commerce and the Secretary of the - 
Treasury. I think if you eliminated those two men from the Policy © 
Board you would have a better program. But then, too, that is just a 
matter of opinion. But everything else except the overall policy, with 
the exception of that, the Smal] Business Administration is char 
with the duty of doing the job and does the entire job. I think that is 
good lending practice. : 

But obviously you and I disagree on that point. 

May I ask one other thing, on this subject? Mrs. Griffiths, I think, 
tried to make the point that you might help a factory or an industry | 
to move from one city to another city, inadvertently—that is they say 
they are going to expand, and they need another factory, and they go 
into a distressed labor area to build a new factory. What if anything 
in this law will prevent that company, after having expanded by — 
building a new factory in the dist area, sloughing off the work 


Bepe to have to create an entirely new Division in the Commerce 


| 
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) in the high-priced area, where they originated, and having most of 


their work done in the new factory? In other words, they are em- 
ploying now a thousand people in Grand Rapids. They need another 


} thousand, they say. They put that additional thousand poo in the 


factory, in West Virginia, or Pennsylvania, or Kentucky, and then 
they gradually increase that until they get 1,500, or 1,800 or 2,000 and 
while they are increasing there they are cutting down in Grand 
Rapids. What will prevent that? 

Mr. Mvetter. I do not think there is anything in the law that will 
prevent it. 

Mr. Mo rer. Is there anything we could write into the law to pre- 
vent it? 

Mr. Mvetter. I think it would be a very difficult thing. I think the 
general provision, namely, that the intent is not to create a situation 
such as you have indicated 

Mr. Mutter. Unless we wrote severe penalties in this law it would 
be impossible to prevent that from happening. 

Mr. Mue.ter. I think you are right, sir, and I do not think it 
would be possible to do it and I am afraid to write penalties in the 
law for a situation of that kind would tend to defeat the whole op- 
eration. 

Mr. McDonoven. Will you yield? 

Mr. Mutter. I yield. 

Mr. McDonoucu. The situation just described by Mr. Multer in- 
dicates the Federal Government would be the agency that would 
initiate, stimulate, and promote the possibility of depleting the labor 
market in one area and transferring it to another. That is the 
way I understand it. In other words, here is an operation employ- 





ing a thousand people in one area. They want to expand in another 


area, and through this agency we assist them in establishing a new 
plant in another area. Then, in the course of time, they take the 
thousand people that are employed in the area they originally oper- 
ated in and transfer them to the area that the Government assisted 
them to establish a branch in. Isn’t that what _ are saying? 

Mr. Mutter. I am indicating that that is possible. 
Ra McDonoven. The question is to establish a penalty to prevent 
that. 

Mr. Moutrer. We cannot stop private enterprise from doing it. 
They have done just that thing. 

How can we stop it from being done if the Federal Government 


) is going to help them do it? 
Mr. McDoxc 


cDonovucn. That is what I say. If the Federal Govern- 
men is the agency stimulating such an action, then before such an 
instance is granted by the Federal Government to start such an op- 
eration there should be a penalty inflicted upon the amount of assist- 
ance in the first instance, that this shall not mean that a thousand 
people are going to be taken out of one area and transferred to 
another. 

The reason I say that is this. In southern California we are quite 
concerned about the present migration of industry from one area 
toanother. There has been a lot of airframe construction transferred 
to Arizona, to Colorado, to various other States. We have a wide 
diversification of manufacturing there. We have a high labor market. 
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We have a booming economy, and we have the kind of economy 
that if it is demoralized in the slightest by any action on the part 
of the Federal Government, we are going to be concerned about it. 

Mr. Movetier. That is right. 

Mr. McDonovuen. So I agree with you that some penalty ought 
to be provided for, or some assurance ought to be given that before 
any such action is taken, that this plant is not going to move from 
one area where the labor market is high to an area where the labor 
market is low—that is, in wages—because you will be operating 
on a planned economy all over the United States under those circum- 
stances, and I am not too strong for that kind of thing. 

Mr. Mumma. Mr. Multer, the backbone of this whole TVA is Gov- 
ernment subsidy. They are doing it now. The fact that all these 
industries are going down there—they advertise the cheap power 
which has all been made possible by Government subsidy. 

4 Mr. McDonovucu. The textile industry from New England to the 
outh. 

Mr. Mutter. If that is happening, let us, I say, not now enact an- 
other bill to do the same thing. 

Mr. Mumma. Did you vote to eliminate it in the most recent in- 
stance ¢ 

Mr. Mutter. I don’t want to get into a discussicn of the merits of 
TVA, and what is happening and what kind of advertising they are 
doing or not doing to bring industry in. What I am saying is let’s 
not help create that kind of situation. There are any number of com- 

anies that moved out of Pennsylvania and New York and New Eng- 
and and California, too, into cheap labor areas on their own. 

Mr. Mumma. That is right. 
~ Mr. Morrer. We can’t stop them, and I wouldn’t want to try to stop 
them. If you are going to try to stop them, you are going to destroy 
your free-enterprise system. When they do it on their own, they have 
a right to do it. 

. But we must be careful that we do not have the Federal Government 
step in and say, “We are going to help you do this”, let’s make sure 
we don’t help anybody to the detriment of anybody else. There is no 
point in bringing up the standards of a depressed area if as a result 
we depress the standards in another area. I think you are in agree- 
ment with me on that. 

Mr. Mvetter. Absolutely, sir. And.I think we have tried, with- 
ont penalty, to make that very emphatic. I have a statement here that 
in Tennesse, the State of Tennessee, reviewed their new plant locations 
aver recent. years. Out of several hundred new plants, only seven 
were relocations from another area. That, of course, was without 
Government. aid. 

Mr. Motrer. You see, those facts are not quite accurate. Only 
seven were relocations. But how many of those new plants were so- 
called expansions or additions of plants in another State? 

Mr. Vanrk. They took seven out of Cleveland last year. 

. Mr, Mutter. I would like, Mr. Chairman, in view of Mr. Wolcott’s 
statement earlier, to indicate that those 400,000 employees more on the 
farm were needed to produce the equivalent in farm products, but at 
the same time if they weren’t employed there—and they were employed 
there because they couldn’t get employment elsewhere—if they weren’t 
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so employed, you would have a 20-percent increase in unemployment. 

Mr. Wotcorr. Your statement is not justified because of technologi- 
cal changes and advancements made in the last 90 days. They made 
less necessity for employment. 

Mr. Mutter. Then you are bearing out what I say, that those 400,- 
000 people are back on the farms because they can’t find employment in 
industry. 

Mr. Wotcorr. Did you ever swing a scythe ? 

Mr. Mutter. Yes, sir. 

Mr. Wo corr. Did you ever work a reaper? 

Mr. Mutter. No. 

Mr. Hotxianp. There are fewer employees in the steel industry today 
than 5 years ago. ‘ 

Mr. Vantg. Mr. Chairman, will the witness be back ? 

The Cuarrman. The witness will be back tomorrow morinng. 

The committee will recess, to reconvene tomorrow morning at 10 
o’clock. 

(Whereupon, at 12:03 p. m., the committee recessed, to reconvene 
at 10 a.m., Friday, April 13, 1956.) 
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FRIDAY, APRIL 13, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
New Hovsse Orrice Butiprne, 
Washington, D.C. 


The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Chairman Spence, and Messrs. Brown, Patman, O*Hara, 
Fountain, Vanik, Talle, Betts, Mumma, Hiestand, Nicholson, and 
Bass. 

The CuHarrman. The committee will be in order. We have called 
Secretary Mueller back to continue his testimony. 

Mr. Mueller, I didn’t intend to ask any further questions, but do 

ou feel that this agency should be—this authority we are giving 
under this bill—should be in the Commerce Department? Iam won- 
dering if it was an independent agency if it wouldn’t have a greater 
prestige and if you couldn’t do a better job. Why do you think it 
ought to be in the Commerce Department ? 


STATEMENT OF HON. FREDERICK H. MUELLER, ASSISTANT SECRE- 
TARY OF COMMERCE; ACCOMPANIED BY CARL F. OECHSLE, 
DEPUTY ASSISTANT SECRETARY OF COMMERCE FOR DOMESTIC 
AFFAIRS; VICTOR ROTERUS, DIRECTOR OF OFFICE OF AREA 
DEVELOPMENT, BDSA, DEPARTMENT OF COMMERCE; AND KEN- 
NETH McCLURE, ASSISTANT GENERAL COUNSEL FOR DOMESTIC 
AFFAIRS 


Mr. Mustter. I think, Mr. Chairman, we have too many inde- 
pendent agencies in the Government who are responsible, of course, 
directly to the President. The Hoover Commission states that there 
are 64 executive agencies, 31 of which report directly to the President 
and 33 are of such diverse character and duties that few of them lend 
themselves to relocation in other existing agencies. 

I have heard 35 or 38. It seems to us—and the reason that we in- 
troduced the bill in this fashion—that it is far better to have a Cabinet 
officer as the final responsible official because measures that may have 
a question of policy involved can be taken up at the Cabinet level. 
Where there is an independant agency, the Administrator of that 
agency very seldom is able to get his voice heard at the Cabinet level 
without making a considerable issue of it. 

It also enables, shall we say—I am searching for the words—con- 
sultation between all of the top officials in the Commerce Department 


35 
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in this instance whose judgment may be sought with respect to any 
particular phase of its operations. 

I testified, sir, on Senator Douglas’ bill in his committee and, as 
you know, his bill calls for a separate agency, and in testifying against 
that provision and for the inclusion in a regular department of the 
Government, I called attention to the fact that it would have Cabinet 
status—the official family of the President of the United States, where 
weekly all policy matters are naturally discussed with the top officials. 

The CHamman. It seems to me in a certain sense its importance 
would be minimized because it would just be a component part of the 
Commerce Department and it seems to me it would be responsible to 
the Commerce Department. It wouldn’t be responsible directly to 
the Congress as an independent agency would. It might be harder to 
dig out the various things it had done as a part of the Commerce De- 
partment and as an independent agency. 

Now I would like your comment on that. 

Mr. Mvetier. Of course, in the Commerce Department we have 
closely related activities. In other words, our charge as far as the 
Commerce Department is to promote the welfare of foreign and domes- 
tic business and to a large extent, while this does deal with the labor 
surplus areas, business is involved to the greatest degree. 

In other words, it is through the avenue or channels of business 
organizations that labor surplus will be solved. 

It cannot be solved any other way. Therefore, Commerce is the 
Department which should have this function. 

The Cuarmman. Do you think an agency in the Commerce Depart- 
ment, largely submerged by the Commerce Department, would have 


the sense of responsibility to the people that an independent agency 
would have? 


Mr. Mvetter. I think so. 

The Cuatrman. Would you get the same character of administra- 
tion there as you would in an independent agency appointed by the 
President ? 

Who would administer it in the Commerce Department ? 

Mr. Muetier. Of course, it is proposed that there be an administra- 
tor, answerable directly to the Secretary of Commerce. 

The Cuatrman. Who would appoint the Administrator? 

Mr. Mvuetier. The Secretary of Commerce, by—I do not believe 
there is any provision for an appointment by the President. He is 
appointed directly by the Secretary. 

The Cuatrman. He is appointed by the Secretary. Do you think 
that would be preferable to having an administrator appointed by the 
President, confirmed by the Senate? 

Mr. Muetier. I could see no objection to it, sir. I do not know 
whether there would be any advantage or not. 

I would have to give it more thought. Let me call your attention, 
sir, to the Census Bureau. I do not think that that Bureau is in any 
way lessened in its importance to the country by the fact that it is in 
the Department of Commerce. I do not think the Civil Aeronautics 
Authority, the Maritime Administration, the Coast and Geodetic Sur- 
vey, the Weather Bureau—all of those agencies are in and under the 
Department of Commerce. They are important agencies. They are 
headed by men of integrity. 
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The Cuatrrman. The Weather Bureau and the Census Department. 
have definite and well-defined authority. There is not much you can 
do about the weather. This agency is going to exercise a large dis- 
cretion in the lending of Federal funds. 

I hardly think that is comparable to some of the other agencies 
which are purely administrative which do not have discretion. 

Mr. Mvetrer. I can only say and add to what I have, that it is my 
opinion, and my honest and candid opinion, that the best administra- 
tion would be served to have it in one of the regular departments of 


* the Government. 


As a matter of fact, I feel quite strongly that a lot of our so-called 
independent agencies should be under the departments most con- 
cerned, unless they are semijudicial in aspect. 

The Cuairman. That wouldn’t reduce the number of the agencies, 
though. 

Mr. Murtuirr. No, but it would give, let’s say, a better control over 
them. I think that it is far better to have an agency. For instance, 
the matter of budget in an agency of that kind would have the scru- 
tiny of a Cabinet officer before it is presented to the committees of 
Congress. 

The Cuatrman. Have you considered the desirability of taking up 
the slack in unemployment through public works? A great many 
cities have inadequate sewer systems, inadequate water systems, and 
there are many things that the cities need for the health and comfort 
of their people. Have you thought what could be done in that respect ? 

Mr. Mue.ter. There are provisions in this act for that. 

The Cuarrman. How liberal do you think the Government would be 
in its loans? Of course, the cities in many instances are unable to 
obtain the necessary funds because under the constitutions of the 
States, they are limited in expenses and tax rates and limited as to 
indebtedness. 

In many instances they are unable to obtain the things they really 
need because of those limitations. 

Mr. Muetter. Of course, as far as the abatement of the unemploy- 
ment, the particular public works program usually takes that type of 
skilled craftsman that is not in surplus, even in those areas where 
there are labor surpluses. 

The building trades, the construction trades, have been pretty fully 
occupied everywhere, so you would not, except in Pact the com- 
mon labor that might be involved, provide employment for the skilled 
artisans that are usually found in industry. 

That is, you would not abate the unemployment of those particular 
people, except insofar as they could be used as common laborers. 

The Cuamman. The only way you could assure those people em- 
ployment would be to reestablish the industries in which they formerly 
were employed; is that correct ? 

Mr. Mueucer. Or retain them for other occupations. There are 
quite a few people who prefer to work in factories as against working 
outdoors, for instance, on a construction project. 

The Cuarrman. Mr. Brown, you have expressed a desire to inter- 
em the witness. 

fr. Brown. I just want te ask one question. 

I noticed yeoeenony that you quoted the President from his latest 

economic report to the effect that Federal aid must not be extended 
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to a community if the proposed project would create unemployment 
in some other areas. 

You spoke about the textile industry yesterday. Just how would 
you help the textile industry in the East ¢ 

Mr. Mvuetier. How would you help them in the East? } 

Mr. Brown. Yes, as well as the textile industry in other sections 
of the country. 

Mr. Mor.ter. I would think offhand and of course I am thinking 
out loud, sir, if a new textile industry were to start in the South—a 
new one, in an area of labor surplus—I could see no objection or no~ 
competitive disadvantage that would be offered to New England, the 
former home, you might say, of the textile industry to have such a new 
industry established in that area under this act. 

Mr. Brown. If you undertook to give all defense contracts to one 
area of the country, this, of course, would create a surplus of labor 
in other sections of the country. 

Mr. Mvuetter. We are not talking as I understood, sir, about defense 
contracts. 

Mr. Brown. Of course, I want to help the East, too, but I want 
- know what you have in your mind and how you are going to help 
them. 

Mr. Mce ter. In the first place, I do not think we are discussing 
defense contracts which the Defense Department have as their re- 
sponsibility. 

I made a categorical statement yesterday and I would like to make 
it for the record again today, sir. 

I do not believe that the Federal Government should take any 
action that would favor one geographical or economic area of this 
country as against another. 

Mr. Brown. That is a sound proposition. 

Mr. Mvetter. I would therefore, if I were the administrator of 
this act, I would never give assistance—Federal assistance—to a 
concern that would injure competitively another area. 

Mr. Brown. That 1s sound, but just how would you help the tex- 
tile industry in the East if you did not give them some contract 
of a defense nature when they were not the lowest bidder? 

Mr. Mouetter. Again, we are bringing in, sir, I think, something 
that is extraneous, because there is nothing about defense contracts 
in this act. 

h oe Brown. What would you do to help the industry up in the 
ast 

Mr. Muetxrr. To help the textile industry ? 

Mr. Brown. Yes. 

Mr. Moue.ter. I am rather inclined to feel that the textile in- 


dustry—— 

Mr. Brown. Of course there are a lot of other industries too. You 
spoke about that peer 

Mr. Movetuer. I mentioned the fact yesterday, sir, that the textile 


industry had by and large moved to the South, because of the economic 
advantage of their producing their product, for instance, the fact 
that their raw material is close by and the plant owner doesn’t have 
to ship the cotton to the spinning mills. The spinning mills are down 
there, and there are so many other factors involved. Now the only 
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way in my opinion that a textile plant can now be reestablished 
in the New England area would be a specialty house of some kind or 
another. 

Mr. Brown. Be what? 

Mr. Mueturr. A specialty house. In other words, make something 
that is not of ordinary usage. For instance, it would be uneconomic 
for anyone to make sheets and pillowcases and that type of thing in 
the New England area. Competitively they simply couldn’t do it 
with the South. 

Mr. Brown. How could you frame a Jaw like that ? 

Mr. Mue.ter. We are not attempting to frame a Jaw for a specific 
industry. 

Mr. Brown. I agree with your premise. I want to know how you 
will help New England. I want to help New England. What do you 
expect to do? 

Mr. Muetter. I will tell you that in New England the electronics 
and the plastics industries have grown by leaps and bounds. There 
have been in the last 5 years over 10,000 new manufacturing industries 
formed in New England as a result of local initiative and the growing 
demand for that type of thing. 

As I said yesterday also, we are more interested in the fact we are 
in a growing economy. We are in an expanding economy and there 
are new products and new methods constantly being developed. There 
are certain of those new products and new methods for which the 
Jabor factor is a comparatively minor percentage of the selling price, 
There are also certain products where highly skilled labor which may 
be available in certain areas enter into the picture. 

Mr. Brown. I want to give employment to the people up there, 
too, but just what will the Department of Commerce do to create em- 
ployment in the distressed area ? 

Mr. Mouetier. We will work with the local and State development 
agencies, first, to determine what type—we are assuming a labor- 
surplus area, whether it is in New England, Pennsylvania, West Vir- 
ginia, Indiana, Illinois, no matter where it is, we would determine 
first what the particular area is best suited for. We would make 
surveys—I say “we”—in conjunction with the local and State agencies, 
to determine what the type of worker is in that community; are they 
highly skilled in nature, or are they more workers like would be in a 
a mass-production industry? ‘There are so many factors of that 

ind. 

Then, we would assist the local communities to attract the type of 
industry to that area from a standpoint of research, technical assist- 
ance and everything that we can give them. That is the only thing 
you can do to help pba people help themselves. 

Providing the loan, providing the company that will establish 
themselves qualified or the conditions would be qualified under the 
act. 

Now to give you an instance, too, Mr. Brown, again I can speak 
from experience because I come from what was a one-industry town, 
and we set out to diversify the industry. We did it ourselves. We 
had no Government or State aid. We organized a development corpo- 
ration and we hired men who went around to visit those plants that 
were contemplating making branch plants and we diversified industry 
in our town. 
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Mr. Brown. What extra power does this bill give you that you do 
not have now ? 

Mr. Mvetyer. You mean the Department of Commerce? 

Mr. Brown. Yes. 

Mr. Mueuter. It authorizes us, first, considerably more money. 

Mr. Brown. What is that? 

Mr. Muetcer. It authorizes considerably more money in the form 
of a million and a half for grants, for technical assistance. It enables 
us to make loans on the basis as outlined in the bill to those industries 
and areas that qualify. 

Mr. Brown. They cannot get loans from any other agency now? 

Mr. Mueuuer. If they cannot get them, it states in the bill, if there 
is no other source, then this bill takes effect. They must first ex- 
haust the private opportunities and they must first exhaust other 
money that is available from other Federal agencies, such as the 
Housing Ageucy. 

Mr. Brown. That is all, Mr. Chairman. 

The Cuarrman. Would your technical assistance include the in- 
vestigation as to the adaptability of the area for new industries that 
haven’t been there before ? 

Mr. Murtier. Yes. I would answer that categorically. 

The Crairman. The establishment of a new industry would take 
quite a long time, wouldn’t it ? 

Mr. Mvcetier. Well, possibly specific areas may have had some 
— made but needed to have it all coordinated and cor- 
related. 

The Cuamman. How long do you think it would take if we passed 
this bill to give you these powers, before the effect of its operation 
would be felt in the unemployment areas? If you are going to build 
new industries it seems to me it will take a long time to do that. We 
must find some immediate employment for these people to make the 
bill effective. How are you going to do that ? 

Mr. Mvetter. The only way, Mr. Chairman, that we could answer 
the question as to immediate effect would be some sort of a made-work 
program, and I think we all abhor the idea of a made work, some- 
thing that is a one-shot, quack remedy, something that merely does 
something for the sake of keeping people occupied. I merely refer 
back to the old leaf-raking days in the depression, which I think 
nobody wants, so to put people to work immediately, you would have 
to have some sort of a proposition of that kind. 

Now, our bill, I feel very sure, aims at a long-range program. 

As to how soon we could make definite results I would say prob- 
ably in 6 months to a year the effect would begin to be felt. I realize 
that that may be quite a long time. 

The Cuatrman. How long would it take to establish a new industry. 

Mr. Mvuetirr. A new industry ? 

The Cuamrman. Yes. 

Mr. Murtirr. Well, I would say this: if it is a new industry making 
a product that had never been made before, it would probably start 
very small and grow but if someone had an idea that conservative 

eople felt had a very good chance of success, it should not take very 
long to get started—anywhere from 6 months to a year. Now how it 
would grow and develop would depend on the product and the area 
and the marketing, et cetera. 














lo 


es 


re 
X- 
er 
he 


in- 
at 


ike 


me 


sed 
ion 
ild 
We 
the 


ver 
ork 
ne- 
oes 
fer 
ink 
ave 


‘ob- 


lize 


try. 


cing 
tart 
tive 
very 
w it 
area 


4 
4 
f 
j 
5 
; 
) 


ened a 


ees 





AREA ASSISTANCE ACT OF 1956 41 


The Cuairman. And would depend upon the success of the enter- 
nrise. 

Mr. Moe ter. Right. 

Well, industry today as you probably have read has great expansion 


plans. Now, by “expansion,” it may mean the establishment of branch 


plants as well as expanding the facilities wherever they may be 
located now. 

For instance, it is estimated, and I think the estimates are reason- 
ably sure or reasonably good, that industry is going to spend some- 
thing like $61 billion more this year than the year 1955. 

Now that expansion is not all going to take place in the areas where 
business is located at the present time. It is going to be, to a certain 
degree, the establishment of branch plants. 1 think most industries, 
especially the large mass-producing industries, recognize today that 
it is to their advantage to establish plants geographically all over 
the country, because of the marketing problem and the freight and 
distribution problem. 

Mr. Brown. I see from your statement on page 6 that you have done 
quite a good job in reducing labor surpluses in certain areas: 

Happily the record economic growth and progress throughout the Nation 
during 1955 has gone far to reduce the number of areas of substantial labor 
surplus. At the end of 1954, 48 major areas and close to 100 smaller centers 
had been so classified by the Department of Labor. By the end of 1955, only 
19 major and 64 smaller areas were in that unhappy category, representing 
decreases of about 60 and 36 percent, respectively. 

It looks like you are doing a pretty good job now. What brought 
that about ? 

Mr. Muetier. The fact that business last year was at an all-time 
high, that business expanded and that therefore they required more 
people to work; probably to a certain extent businesses that were at- 
tracted into those areas. 

Mr. Brown. Don’t you expect business to be good this year? 

Mr. Mvuetuer. Yes, and I expect it to continue but there will still be 
those areas. There are still going to be at all times, because our way 
of life is constantly changing. Work which was once a very major 
factor—for instance, take the buggy business years ago was a big 
business, and today there isn’t any. 

Mr. Brown. Don’t misunderstand me. I want to help these areas 
where they have surplus labor, but I am sticking to the statement of 
the President, to wit: 

Federal aid must not be extended to a community if the proposed project 
would create unemployment in some other areas. 

Now as long as you stick to that principle, it will help the whole 
country. 

Mr. Muerter. Again, I think you will agree and I know you did, we 
agreed that we should not do anything that is going to rob Peter to 
pay Paul. 

The Cuamrman. Most of the depression comes because certain in- 
dustries, for instance, those related to coal mining, is down. It would 
be difficult to go into those areas and establish those industries and 
give those people a new character of employment. What can you do 
to revive the industries that are down ? 
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Mr. Muetter. In my statement I said that today electric power 
can be generated cheaper at the source of the mine, or rather, near 
the mines than hydroelectric power in other areas. In other words, 
we feel that with the fact that under present conditions, economic 
conditions, it is cheaper to produce electricity in that manner, alumi- 
num industries will be attracted into the Ohio Valley and into the 
whole coal region. 

The Cuarrman. It would take several years to do this. 

Mr. Mouruter. Surely. 

The Cuarrman. So there won’t be any immediate change. 

Mr. Muruyer. No. There are certain industries that are being 
located right now on that basis. I think that Reynolds and Kaiser 
are both locating plants and they are being built at the present time 
because of that economic advantage. 

Mr. Mumma. And Ford. 

Mr. Muruter. And Ford, did you say ? 

Mr. Mumma. Ford is putting a big ee plant right 
next to Reynolds. They are going to keep the metal hot and save 
that reheating. They will make a terrific saving. 

The Cramman. There isn’t much chance of reviving the mining 
industry in the near future, is there, the coal mines? 

Mr. Mvetter. Except as I have indicated here. Of course, remem- 
ber last year we exported about 49 percent more coal than we did the 
year previously. The coal industry has recovered to an amazing 
degree. Now, that is not hard coal. That is the soft coal industry. 

The Cnatrman. You would be in favor of the Government esta 
lishing steam plants to furnish electrical energy in those areas where 
the mining is done ? 

Mr. Mutter. No. 

The Cnuairman. Would you be in favor of that ? 

Mr. Muruier. No. I think if it is economically feasible, private 
industry will take a hold. In other words, if there is any reason for a 
steam-generating plant being built in those areas, and it can be eco- 
nomically sound, private enterprise certainly will do it. 

The Cuairman. If the Government built it, they would sell it to 
the private enterprise for distribution, wouldn’t they ? 

Mr. Mve ter. I still don’t think it is necessary. I think private 
capital will do it. I am a firm believer, sir, in the private-enterprise 
system and the Government being in business just to the least d 

The Cuarrman. So am I, but I think the natural resources of the 
country belong to all the people, and I think they have a right to 
develop the water supply and if power is the result, the people ought 
to be the beneficiary of it. 

Mr. Patman. Mr. Chairman, I would like to ask some questions. 

The eevee Does anybody on this side desire to question the 
witness 

Mr. Berrs. I want to ask one question about this Office of Area 
Development you mentioned in your statement. 

Is that much the same kind of work you contemplate in this bill? 


Mr. Mvuetter. Yes, it does, sir, from the standpoint of technical and 
practical experience and advice. 
Mr. Betts. It doesn’t actually go into the lending end of it? 
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Mr. Move ter. It has nothing to do with lending, but it has accom- 
plished with a very limited budget almost a phenomenal job. 

Mr. Berrs. How many persons are employed in that office now ? 

Mr. Mvuetter. Seventeen altogether. 

Mr. Berrts. If this bill were passed, that would have to be enlarged? 

Mr. Mvetter. That would be enlarged slightly ; yes. 

Mr. Lerrs. You asked for $370,000 for the operation of that office, 
and as I understand from your statement; is that right? 

Mr. Mvuetuer. We asked for an additional $240,000; yes. This was 
last year. We have also asked for it this year. 

Mr. Berrs. Do you have any idea about how much it would cost to 
operate that office if this bill were passed? It would increase it quite 
a bit, | suppose; wouldn’t it ? 

Mr. Mue.cer. We would naturally try to utilize the money to the 
best advantage. 

Now, Mr. Roterus, who is the Administrator of that office, is right 
beside me. May I ask him a question, or maybe he could answer that. 

Mr. Rorerus. Under the agency urged in the legislation, that would 
involve, to begin with, one million and a half in the loan grants for 
States and local communities to find out what industries are suited 
there, and that sort of thing. Over and above that there would be an 
amount for the direct technica] consultation for the agency to help the 
States and local communities with experts from Washington to conduct 
those studies. That would amount to considerably more than the 
$127,000 the office now has. 

Mr. Berrs. I am not clear yet as to where the lending agency would 


’ be located. Would that be in the Department of Commerce? 


Mr. Mvue.ier. It is proposed that the Administrator would: of 
course, be the final lending officer, but that the facilities of the Treasury 
Department will be used for the technical information as to credit, 
availability, and all. It would do all of what you might call the leg- 
work with respect to any loan, but the actual loan would be made by 
the new office. 

Mr. Berrs. That would be the Administrator of this department ? 

Mr. Muetier. The Administrator of this act, or this administration. 

Mr. Berrs. I was just interested to know about how big an agency 


» it would take and how much money it would cost. 


Mr. Mueuter. Probably—Mr. Roterus has advised me—that the 

rough estimate that has been made would be approximately $2 million. 
r. Berrs. That is all, Mr. Chairman. 

The Cuatrrman. Mr. Patman? 

Mr. Patman. Will you tell me the powers that this proposed new 
agency would have that the Small Business Administration does not 
have now? 

Mr. Muetier. Well, the Small Business Administration can loan 
money for a variety of reasons, among them, shall we say, the estab- 
lishment of a small business in a distressed labor area. There is no 
question about that. 

Mr. Parman. You are talking about the lending power. The Small 
Business Administration claims that they are devoting their time and 
attention to things like you have mentioned right here and discussed 
right here, so I don’t see any reason why you should have two agencies 
doing nothing at the same time. 
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Mr. Mueutter. The Small Business Administration cannot loan to 
nonprofit organizations. It must loan to a profit organization. You 
see our agency would be able to loan to local and State development 
agencies. 

Mr. Parman. Can’t they make loans to local development agencies ? 

M. Mvetter. No. 

Mr. Parman. It could be amended to do that, couldn’t it ? 

Mr. Mvuetter. I assume so. 

Mr. Parman. Wouldn’t it be better to have one agency rather than 
two? 

Mr. Muetier. No; because that agency is not charged directly with 
that responsibility. They would be—they could not pay as much 
attention as should be paid to these labor surplus areas. 

Mr. Parman. I know, but they have a right right now to take prime 
contracts and use a big prime contract and break it down for little con- 
cerns at any distressed area, and thereby relieve the unemployment in 
that area under specific language of the act. They can do that now. 
So how can you improve on that in this bill ? 

Mr. Muetuer. We can’t, as I say, improve on the defense-contract 
aspect. 

fr. Patman. Of course, I am not claiming that they are not. That 
is the reason I am not in favor of having two agencies doing nothing 
at the same time. 

Mr. Movetuer. I know, sir, I think the Small Business Administra- 
tion is doing an excellent job. 

Mr. Parman. I don’t think so. I think they are just spinning their 
wheels, costing the Government a lot of money and disappointing 
small-business men, causing disillusionment, despair, and distress, 
spending the last penny that they can desperately find, and thev have 
promised loans, and it is very seldom they get loans. They will even 
approve loans and then not pay them out—make them go for 5 and 6 
months before thev pay them out. 

Mr. Muriier. The statutory limit that has been given them is prac- 
tically exhausted right now, sir. 

Mr. Patman. $80 million is not the statutory limit. That is the 
appropriation. The statutory limit is $250 million. They haven’t 
even asked for it. 

Mr. Muetter. They are coming in and asking for an additional $20 
million right now. 

Mr. Parman. That is just “chickenfeed.” That is nothing in com- 
parison to the needs of the country. 

You are talking about some things here that sound mightv good, 
and if you had an agency that could carry them out, it would sound 
all right, but I don’t see a thing in here that the Small Business Ad- 
ministration can’t do now under existing law. 

You talk about the brine down in Kentucky. Let’s analyze that 
just a minute. 

Suppose you go in there and you analyze this brine, and you find 
out it is capable of making a lot of fine chemicals. Very likely these 
chemicals are already being produced elsewhere and very likely—in 
fact, undoubtedly—they will be produced by big concerns that have 
tremendous buying power and selling power in connection with banks, 
investment houses, and suppose that you want to locate an industry 
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down there at Podunk, Kentucky, and the local citizens get together 
and they say, “Well, we want to build this. We will put up 15 percent, 
and take a third mortgage. First we have got to interest somebody 
with money.” Who will have that money ? 

You are not proposing that a Government agency make the loan, are 
you, except for 25 percent, which is a second mortgage? That is all. 

Mr. Muetter. That is right. 

Mr. Parman. First they have got to get 60 percent from some invest- 
ment house or bank. All right, suppose they go to a bank. The 
nearest town to Podunk and the banker says, “That sounds like a 
good deal. We don’t know anything about brine or making chemicals 
out of it. We know all about coal, and we know something about 
different products that are produced here, but we don’t know anything 
about this business.” So they land up in New York or Chicago, where 
the big bankers are. All right. This booster club committee from 
Podunk goes before that group and says, “We have got a fine deal 
down there at Podunk. We have got plenty of brine and we will”—it 
is down in the chairman’s district. 

The Cuarrman. I don’t know of any Podunk. 

Mr. Patman. They will make a perfect case. They will say they 
need $15 million. Around that directors’ table, I will tell you things 
Iknow. Ihave been up against them. Right around that directors’ 
table on that 50th floor up in New York or wherever the directors’ 
meeting is, when the booster club committee gets through its case, 
who is going to pass on it? Director A, B, C, and D, every one of 
them are interested in competition. They already are interested in 
or have a financial interest in the very business that they are trying 
to establish down there at Podunk, Ky. Do you think they are going 
to get a loan? Of course they are-not going to get a loan, and that 
is the banking end of it. 

Then they will start with the insurance companies. I know, because 
I have gone through that, too. The insurance companies have lots of 
money and normally they would make loans on something like that. 
They will tell you first, “Well, you have got to show some earning 
capacity. We can’t let you have money unless it is an industry where 
you have demonstrated your earning capacity.” “But this is such a 
fine loan, the Government :is going to take 25 percent of 60, and maybe 
you ought to consider it.” You land up there in the same building 
in New York, probably around the same table. They are different 
directors, but they all have a connection with the concern that will 
make the same product that you propose to make down at Podunk, 
Kentucky. Do you think you have got a chance to get a loan? Of 
course you haven’t got a chance. You haven’t got any more chance 
than the sheep has killing the butcher. You haven’t got any chance 
at all, sir. 

Mr. Mouetirr. I disagree with you heartily, sir. I have sat in 
directors’ meetings for years and I may be naive, but I believe that 
most men who have achieved the directorship of large insurance com- 
panies are broadminded, honest men. 

Mr. Parman. They are. I thoroughly agree with you. 

Mr. Mueuier. I do not think that they would put their selfish 
interest ahead of what would be good for a community. I do not. 
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Mr. Patman. They don’t consider their selfish interests. They con- 


sider self-interest, which is all right. That is the pomp nara thd 


system. You can’t talk about self-interest or you would be talki 
against the private-enterprise system. 

Mr. Moe.ter. Self-interest does not keep somebody else away. 

Mr. Patrman. It means self-interest. It means they don’t find a 
need for it down there at Podunk, Kentucky. They just don’t see it. 
T hey are conscientious. They are honest and all like that, but the 
don't see the need for it. It is happening every day, my dear friend. 
It is happening every day. You wouldn’t have any chance on earth 
of getting financial support. 

Now, you are not proposing any agency where the Government in 
a case like that, where they can show a good need for a good industry, 
and they cannot get the money from the insurance companies, or the 
banks—you are not proposing that the Government come in and make 
an initial loan on that first security, are you? 

Mr. Mue.uer. No, because if it is a good proposition, private capital 
will be found. 

Mr. Parman. You say that, but I know it doesn’t always happen 
that way, my dear friend. In practice it just doesn’t happen because 
there are too many ifs, ands, and buts, and competition and every- 
thing else involved in it. You just don’t get it. There are too many 

ple who have interlocking directorates and interested in too many 
ses ma that control this money and credit. They are not getting 
it. They are not getting it. 

Now, here is where you need an outfit with some money. 

Mr. Bass. Will the gentleman yield? 

Mr. Parman. For a brief question? 

Mr. Bass. For a brief question. 

Mr. Patman. All right. 

Mr. Bass. Would you give us one specific example, the names of 
— and companies where that happened that you have just 
relate 

Mr. Patan. I could give it to you privately. I wouldn’t want it 
on the public record. After this is over I will give you the names of 
companies and products and other things of the experiences I have 
been telling this gentleman about. 

Mr. Bass. If you are saying that in general terms, you ought to tell 
us the details about it. That hasn’t been my experience. 

Mr. Parman. It has been mine. 

Mr. Brown. Mr. Patman, what is the difference between Podunk 
and New York except in size? 

Mr. Parman. Podunk doesn’t have any power and they don’t have 
any financial support, and they expect to get their finances from some 
other place. 

The Cuarrman. You may also say that Podunk is a fiction city. 
There is no Podunk that I know of. 

Mr. Patman. I was only being facetious—as to the name only. 

Mr. O’Hara. Reference is made to Chicago. I take it the gentle- 
man does not mean to imply that this skulduggery that goes on in 
New York goes on in Chicago too? 

Mr. Parman. I didn’t call it skulduggery. I think the gentle- 
man has used a word that I didn’t use, and [ didn’t imply, I hope, 
because these people are fine, honest, outstanding people and they 
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don’t mean to be unpatriotic, they don’t mean to be unfair. They 
mean to serve the public interest and the country generally. They 
mean that truly and sincerely, but they are self-interest people. 
That is the private enterprise system—self-interest, and you can’t 
talk against self-interest without talking against the private enter- 
prise system. That is what builds the company, self-interest, and pri- 
vate enterprise. 

Mr. O'Hara. Is the gentleman thinking of the invisible government 
that works behind the scene, but is never out in the open to be identified ? 

Mr. Patrman. Certainly, it is invisible, and it is powerful as some 
governments, that is true, but now you take the International Finance 
Corporation, would you have any powers here that they have under 
the International Finance Corporation Act? 

Mr. Mve.ter. The International Finance Ccrporation ? 

Mr. Patman. Yes. 

Mr. Mvetter. I am sorry, sir, I do not know. 

Mr. Patman. You are proposing to do things here that they are 
doing. 

Mr. Movetter. International Finance? 

Mr. Patman. Yes. Sure. 

Mr. Muetier. What? 

Mr. Patman. The only thing, they are doing it in other countries 
instead of the United States. 

Mr. Mvuetter. They have no right to do it in this country. 

Mr. Parman. Yes; they havea right todo it. I made Mr. Humph- 
reys admit they have a right to do it, but under their practice a man 
in Texas that wants a loan to build a cement plant or something for 
production wouldn’t have a chance under the International Finance 
Corporation, but he could move over to Reynosa, Mexico, and be in 
another country and he could qualify for a loan. 

Mr. MvELLeER. It is for machinery and facilities of that character. 

Mr. Patman. Anything like that. That is for venture capital. 

Mr. Mvuetter. You mean the Export-Import Bank? 

Mr. Patman. No. That is entirely different. The International 
Finance Corporation is to make venture loans, run a risk. That is 
what they are for, but you are not proposing to do that in the United 
States of America. That is in other countries. If you would come 
in here and have something that would help our own people as much 
as we are proposing to help the foreign countries, that would be fine, 
and I think we are entitled to it as much as they are. 1 think you 
agree with me. 

Mr. Mvuetter. There is no question of that. 

Mr. Patman. The International Finance Corporation. If you 
would give them the power to do this and have the power to do it in 
foreign countries—I mean, here what they are doing in foreign coun- 
tries—it would take care of every question that vou have raised here, 
every one. You take the ae Bank, that is all our money, 
— bit of it. We are helping big business, little business, medium- 
sized business, every kind of business in all the countries of the world 
except here in the United States. It has got to be connected up with 
the foreign countries. 

You take the International Bank, it is the same way. We have got 
three big institutions, with billions of dollars of lending power-to help 





oT 





48 AREA ASSISTANCE ACT OF 1956 


big business, little business, all businesses in foreign countries, and 
big business in the United States, but they don’t help the little fellow. 
They don’t help these undeveloped areas we are talking about. I think 
instead of having a new agency, we just ought to expand some of these 
agencies we have and give our own people the right to get the same 
benefits and privileges here in the United States of America that we 
are getting in Mexico, Canada, and other countries of the world. 


Mr. Mue.ier. All we are asking is the Office of Area Development 
in the Department of Commerce be expanded. That is all we are 
asking. 


Mr. Parman. That is taking over the SBA. 

Mr. Mue.ier. No it is not. We were organized long before the 
SBA was ever thought of. 

Mr. Parman. They have that power now, the SBA does. 

Mr. Muetier. They are limited to 10 years, for instance. 

Mr. Parman. My dear friend, you are mistaken again. On these 
pooling loans, at the SBA, they have 20 years. 

Mr. Muetter. You mean for defense contracts. 

Mr. Parman. No. It can be to build cement plants or steel plants 
or anything else, but of course that doesn’t mean that people are going 
to rush in there and get the money. But it is possible to do it. We 
wrote in this committee an amendment into that SBA Act the last 
time where they can make loans as long as 20 years, and they can pool 
their loans. One businessman can get $250,000 as a loan, but he can go 
in with another small-business man and get $500,000. Ten of them — 
can get two and a half million dollars. Twenty of them can get 
$5 million. ’ 

Allright, that is under the pooling arrangement under the SBA. 

You mentioned pooling arrangements here, but you already have a 
law todo that. You can do it now, so there is no use setting upanew | 
agency in order to do that. 

If you analyze this bill, the way I see it you are just having more 
agencies doing less for the United States. That is the way it looks 
to me, with all due respect to the gentleman. I know you are con- 
scientious in your views and you want to help the country and do a 
good job in your place, but I don’t see a thing in the world here that 
you can’t do under existing agencies, particularly the SBA. 

Mr. Mvetter. Well, don’t you feel, sir, that the country, being 95 
percent, or 96 percent fully employed—that is, we only have approxi- 
mately 4 percent unemployment—that the SBA should be concerned 
mainly with helping small business in that 96 percent area and let 
some agency whose responsibility is directly for the surplus labor 
areas take charge of that? 

Mr. Patman. Well, you mean you just want to take care of the4 
percent ¢ 

Mr. Mvuetter. No; I said this agency is charged with the responsi- 
bility where there are areas of persistent and constant unemployment. 

Mr. Patman. The SBA is in charge of that unit, too, Let me have 
the SBA Act, Mr. Clerk, and it is the SBA that is charged with 
that duty. You are taking over SBA duties here, and if you do your 
job well, of course I might be for you doing it and abolish SBA. 
I don’t think SBA is doing much. They have the power to do it, 
and they have the money, but they just are not doing it. 
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Mr. Bass. Will the gentleman yield for a brief question ¢ 

Mr. Parman. Yes. 

Mr. Bass. What you say about the SBA is true in Texas, but cer- 
tainly it is not true in New Hampshire. From my experience they 
have been very liberal in their loans. 

Mr. Patman. You mean distress loans ? 

Mr. Bass. Loans to business seeking capital. 

Mr. Parman. That is the first one I have ever heard. You area 
great man for cases. Suppose you give us some cases on that. 

Mr. Bass. I would be glad to. 

The most recent case was in Penacook, N. H., to a company called 
the Penacook Fiber Co., I believe, and it was a participating luan 
with the Concord banks. 

Mr. Patman. If you are getting liberal loans up there, it is new 
tome. Iam glad you are. 

In our country the people are spinning their wheels a lot and spend- 
ing the last dollar they have trying to get loans, and they are always 
called on for more information, more information, go back and get 
more, do this, that, and they are never satisfied. When they finally 
get them satisfied and they approve the loan, then they can’t get. the 
money out of them. 

Mr. Bass. I thought you might be interested in our experience up 
in New Hampshire. 

Mr. Mue.ier. I didn’t know there were any distressed areus in 
Texas. 

Mr. Parman. What is that? 

Mr. Muetter. I said I didn’t think Texas would admit there were 
distressed areas down there. 

Mr. Parman. There are plenty of distressed areas down there. You 
just hear about these big fellows that get a lot of money accidentally. 
They think they earned it. 

Mr. O’Hara. Will the gentleman yield? 

Mr. Parman. Yes. 

Mr. O’Hara. I am interested if the record should show that loans 
are available in New Hampshire that are not available in Texas. 

Mr. Parman. That excites my curiosity. 

Mr. O’Hara. I wonder if something on this phase should not be 
put in the record. I would like to know if there are certain States 
and certain areas where loans are given that are not given under 
comparable conditions in other States. We might want to go into 
the political complection of this. 

Mr. Bass. Mr. Chairman—Mr. Patman would you yield ? 

_ Are you implying that I have exercised improper ‘nfluence in get- 
ting loans? 

Mr. O’Hara. My dear colleague, I think that any Congressman who 
would suggest and obtain anything of benefit to his district is a mighty 
good Congressman. Iam sure his methods would be proper and above 
reproach. I am certainly not implying any improper action on the 
part of my dear colleague. 

Mr. Bass. You talk as if the SBA has never made any loans to 
anybody at any time except 1 or 2, maybe. 

Mr. O'Hara. I'don’t know. Mr. Patman, who is on the Joint Com- 
mittee on Small Business, says that they are not being made gen- 
erally, and you cite a case and it comes from New Hampshire. 
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Mr. Bass. Sure. They are making loans. : i 

Mr. O’Hara. They should be made all over the country, and on an 
impartial basis, strictly on the merits of each individual case. Maybe 
they are being made in II]linois, but if they are, I should like to know 
how many are made in Chicago and how many down-state. There is 
a little political difference there, and I think SBA should be com- 
pletely divorced from politics. Perhaps it is; I don’t know; the 
gentleman from Texas would be the best authority. 

Mr. Muetier. Mr. Chairman, the SBA just submitted their semi- 
annual report. This committee undoubtedly has that. They list all 
of their loans, for your information, sir. The list them by amount 
and by location. 

Mr. Parman. I knowthat. I see their report. 

Mr. Bass. I think it amounts to a good many millions of dollars, 
- I recall. I don’t know. I am sure Mr. Patman knows the exact 

re. 
“Mr. Moun»ma. Mr. Patman, will you yield to mea minute? 

Mr. Parman. Sure. 

Mr. Mumma. My experience with this famous SBA, people that I 
have known to apply to the SBA want to borrow beyond their capa- — 
bilities. Anybody can start in business if he gets all the money he 
wants, but usually those people that get all the money they want don’t — 
have the experience to turn the money into profit. 

Mr. Parman. They are turned down and should be turned down. 

Mr. Mumma. That isright. That is good business. 

In my own community—— 

Mr. Patman. They are not all that way. You are talking about 
the exceptions. 

Mr. Mumma. I am talking about my community. 

Mr. Patman. I am not going to knock on my community that way, 
and I don’t believe you want to either. 

Mr. Mumma. The banks loan money to people that are worthy of 
it. Somebody gets an idea he wants to start a big business and ~ 
wants to borrow beyond his means. They are doing him a favor to 
turn him down. 

The Cuatrman. This argument seems to be interminable, and I 
don’t think one side is going to convince the other. 

Mr. Parman. Mr. Mueller, your statement here that I have read 
with interest, I appreciate. I appreciate your statement. I heard it 
read yesterday. I am glad you did strike out that self-respect state- 
ment there. I think it was well done. 

There was one other statement that I think is worthy of considera- 
tion, the idea of abject dependence on the Federal Government is 
repugnant to Americans. That is on page 2. 

y limit it to the Federal Government? Why don’t you say the 
idea of abject dependence on the Federal Government, State govern- 
ment, city government, or any government is repugnant to Americans? 

Mr. Mue.ter. I agree with you a hundred percent. I would be glad © 
to amend it to that extent, but we are talking here about the Federal — 
Government. That is the only reason. 

Mr. Patman. That is right. 

You state here on page 3 about the President’s statement in which — 
he said in his message: 
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First, Federal assistance should aim at helping communities to help themselves. 


Mr. Mueuuer. That is right. 
Mr. Parman. There is where we are lacking in Federal assistance. 
You know, people just don’t have a fair opportunity to get funds to 


) promote local projects. If it isa project where they can’t show a good 
} going concern, they just don’t have an opportunity to get the money. 


They just don’t have a good opportunity at all. You can’t go into 
these new businesses. I think you have a wild dream here about estab- 
lishing new businesses in places like Kentucky and other places, wasted 


} upon some natural resource. You know, the development of natural 


resources now are largely in the hands of large concerns, and they 
have done a good job of it. I am not critizing them for it. At the 
same time thev have received lots of aid in the form of tremendous 
sums of money for research a.1d development, which they have got 
the benefit of. I am not saying that is against the general welfare of 


) the people or against public interest because we all get the benefit of 


it one way or another. But it is all pretty well in a few hands, and a 


» few corporations are handling it. You haven’t got any more chance 


to get money to put in an establishment or industry in competition 
to these entrenched Jarge concerns than you have flying to heaven. 


) You just haven’t got any chance at all. 


Mr. Muetier. Well, that is a pretty cynical attitude to take, sir. I 
feel they have. I feel that is one thing that should always be kept in 
mind, and I hope that the Congress and the future Congresses and 
administrations of this country will always maintain a climate where 
a man with an idea and courage and ability 

Mr. Patman. And add to that an opportunity to get the money —— 

Mr. Momma. Well, you don’t have to start big. 

Mr. Parman. The climate is not good. 

Mr. Mvuettrr. I want to bring out to you that this country spent 





> since I think 1950 about 7 or 8 billion doilars on research, more than 


half of which was spent by the Federal Government, through the 

Army or in the Defense Department mainly, or atomic research. 
There are thousands of patents that are open for the public. There 

are thousands—I won’t say thousands, but possibly thousands of new 


+ processes, new methods, that are available in the Patent Office, and 
) those are published monthly by the Department of Commerce and 


businessmen are constantly availing themselves of those. 

There is plenty of new ideas for people to go into business. 

Mr. Patman. Are you telling the whole story about that? 

Mr. Mue.ier. Am I telling the whole story? 

Mr. Parman. Yes. A lot of this money went to big concerns, much 
more than half of it—most of it—-and those big concerns got the pat- 
ents, didn’t they? Those big concerns in — the patents, they 
use them for themselves, and if other people use them, they have to 


| pay royalties for their use. Public funds were used to develop the 


patents. There is this part that is in the public interest and benefit, 
the part that justifies the expenditure of these subsidized funds, and 
that is that during a war, when they need the use of these patents 
in national defense, the Federal Government doesn’t have to pay any- 
thing for the use of their own patents—I mean patents discovered by 
their own money. That is the only thing they got out of it. 

That is right, isn’t it? 
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Mr. Mueuter. That is right. ott 

All right, I come from a school of thought that probably feels that 
business is not quite the ogre that maybe Pini read into your words. 
I think businessmen, by and large, are pretty broadminded. I don’t 
think they are selfish. I think they are just as patriotic as any group 
of people in this country. 

Mr. Parman. I am not arguing with you about that. I said that 
they were. But I say they have self-interest under the private enter- 
prise system. 

Mr. Muetter. I think they are just as unselfish. 

Mr. Patman. I don’t doubt that at all. You can be unselfish and 
have self-interest. Self-interest is a private enterprise system. That 
is what is building the country, having the urge, the desire to do some- 
thing, to drive, get up early in the morning and work hard all day. 

Mr. Muetter. That doesn’t deprive the other man of the oppor- 
tunity to do the same thing. 

Mr. Patman. No. That is not selfishness. That is not greed. 
Sometimes it develops in certain individuals into selfishness and greed. 

Mr. Muexter. You and I can have a lot of fun sometime together 
sitting down and talking about this. 

Mr. Parman. Self-interest is what makes the country go. Get up 
early in the morning, work hard and late. They all have that 
self-interest. 

The CuarrmMan. That dream about establishing industries in Ken- 
tucky, I hope it comes true. 

Mr. Patman. You know, Mr. Chairman, it occurs to me that this 
committee is missing a great responsibility, an opportunity for real 
service. Government bonds are down to 92. 

The Cuarrman. Let’s go into that some other time. 

Mr, Parman. It is important here right now. It is important now. 

_The Cuarrman. We have got a lot of witnesses. 

Mr. Parman. We are spinning our wheels on nothing, just abso- 
lutely nothing, taking up our time, when Government bonds are down 
to 92. Interest rates are going up every day. The Federal Reserve 
Board shot them up. It is scandalous. It is a disgrace. I think it 
is a disgrace that Congress permits these things to go on. It is high- 
way robbery. 

Down in Texas—I don’t mean to say they are all robbers that do 
that. I give them credit. for being in their self-interest, but in Texas 
when they rob a community, that is awfully bad, but if you rob a 
bank in broad daylight, it is terrible for the local people to let them 
get by with it because all the communities are down on the local people 
there for letting these robbers come in in the daylight and: rob.a 
bank, and so Congress does not intend to do it, good, honest, conscien-, 
tious, sincere Members of Congress, but we are doing exactly what. 
they do in a little town when they rob a town in broad daylight and 
let it go by and pay no attention. ’ 

The Cuarrman. We can’t settle that question this morning. We 
have got a lot of witnesses here. 

Mr. Brown. I want to ask one question off the record. 

( Discussion off the record.) :f 

Mr. Patman. The veterans are having to take a discount of 12 
percent on their mortgages right now. It is going on all over the 
country. We know it and are doing nothing about it. 
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The Cuarman. Are there any further questions? 

Mr. Founrat. Mr. Chairman 

Mr. Secretary, I did have a number of questions I wanted to ask, 
but I don’t believe I will ask them all now. All of us being realistic 
and reasonable men, I think, on the basis of attitudes already ex- 
pressed by members of this committee, that this legislation has little 
chance of being reported favorably by this committee. Yesterday, 
however, quite a lot was said about the reason for the settlement of 
industry in North Carolina, particularly the furniture industry. 

My particular section of North Carolina was not mentioned. I come 
primarily from an agricultural section, although we do have a pretty 
good balance. We have some textiles. The Du Pont Co. has within 
the last 5 years established a dacron plant down in Kinston, N. C., in 
my congressional district. We have quite a variety of small indus- 
trial concerns. 

I am wondering if, before I got here, you went further into an ex- 
ylanation as to what a favorable labor climate is and why industry 
te been so interested in developing in and moving into the area 
of High Point and other sections of North Carolina, the furniture 
industry and other industries. 

I mention that because of the feeling expressed yesterday by several 
that the only reason that we have been able to develop or get industry 
located in North Carolina is because of cheap labor, which I feel 
sure the Secretary knows is obviously untrue. 

Mr. Mue.tuer. I am sure, Mr. Fountain, first, that there are repre- 
sentatives of the Department of Labor here who are going to testify 
shortly, but I would like to say this: I think industry is interested 
in going into a community whose background gives promise of stable 
employee-employer relations, where the people, you might say, are 
well-established, who own a fairly large percentage of their own homes, 
of the good, honest, conscientious type of workman for which this 
country is famous. Now, I am sure, sir, that in North Carolina that 
has been one of the factors that has attracted industry from the 
North as well as the fact that the cost of living is lower, the climate 
is more equitable, they do not have quite the heating problems that 
we have in the North. 

In other words, there are certain economic and geographical ad- 
vantages to that area that have attracted industry. I think that. the 
factors that influence industry are primarily, of course, will it be 
profitable to operate in that particular area, are we near our markets, 
can we get our goods more promptly to our distribution, and so many 
intangible factors of that kind that have to be weighed by manage- 
ment to determine where they are going to locate. Fortunately, for 
North Carolina, and unfortunately for the Grand Rapids area in 
Michigan, it is more advantageous to produce furniture in North 
Carolina than it is in the Grand Rapids area under present conditions. 
I do say, however, for the record, that we still say we are the capital of 
the furniture manufacturing industry in the country. We make 
finer furniture, we make better designed furniture than is made any- 
where else in the world, and that is the way we still maintain the 
business that we have, is by making it better. 

Mr. Founrarn. I noticed you said in your statement that— 


there is clear evidence that chronical unemployment in the 19 major and 64 
smaller areas is mostly due to the long-term causes. 
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I am not referring to the long-term aspect but I am wondering if you 
have given us a list of the 16 major and 64 smaller areas which are 
now considered as distressed areas. 

Mr. Mor.ter. The Labor Department is charged with that respon- 
sibility. I know they have that list. 

Mr. Fountain. That is all, Mr. Chairman. 

Mr. Parman. Mr. Chairman, I would like to make a request. Do 
you have the loans that are made by the International Finance Corpo- 
ration in the Department of Commerce? I think you have. 

Ph MvueE..er. I would assume we have. If we haven’t, we can get 
em. 

Mr. Patrman. Will you get the loans they have made since their 
creation and the countries and just a summary of the important facts, 
concerning the security and the paper? I would like to have the 
same thing with reference to the Export-Import Bank for the last 
yearonly. Youcan get those? 

Mr. Mvetter. All right, the Export-Import Bank as well as the 
International. 

Mr. Parman. Also the International Bank, the World Bank, for the 
ast year. 

In other words, their report at the end of 1955. 

Make it during the calendar year 1955. 

The Cuarrman. They may be inserted in the testimony. 

(The information referred to is as follows :) 

Nore.—The International Finance Corporation is presently being established 


under the auspices of the International Bank for Reconstruction and Develop- 
ment (World Bank). It has not yet come into existence. 
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Mr. Parman. Also at the end the aggregate loans that have been 
made by the Small Business Administration during the same period 
of time and the amount that has been paid out, first, as the approved 
loans and next the amount that has been disbursed and the total 
amount of lending power granted by Congress, the amount of the 
appropriation and the amount used. 


SMALL Business ADMINISTRATION 


STATUTORY LENDING AUTILORITY, APPROPRIATIONS MADE THLEREFORE, AND 
UNCOMMITTED BALANCE OF REVOLVING FUND AS OF MARCH 31, 1956 


Statutory lending authority 

Of funds authorized to be appropriated to a revolving fund in the 
Treasury for the purpose of financing SBA’s lending activ ities, not 
to exceed an aggregate of $150 million. may be outstanding at any one 
time for business loans, and not to exceed an aggregate of $125 million 
may be outstanding at any one time for disaster loans. As of March 
31, 1956, the unused balances of these statutory limitations were: 
Business loans, $73,062,594; disaster loans, $85,211,132. 
Appropriations to revolving fund 

Through March 31, 1956, pursuant to the statutory authority cited 
above, appropriations of $105 million have been made to the SBA 
revolving fund to finance the business and disaster loan programs. 
This does not include a supplemental appropriation request of $20 
million contained in H. R. 10004 now in conference. 
Unconmitted balance of revolving fund 


As of March 31, 1956, the uncommitted balance of the SBA revolv- 
ing fund was $5,434,578. 
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Mr. Muetier. Mr. Chairman, yesterday a question was asked me 
to find out and introduce into the record a definition of monazite, 
and I have here a technological description of that material and I 
will enter it for the record. 

The CHarrman. That may be inserted without objection in the 
testimony. 

(The information is as follows :) 


MonazITE 


Monazite is a mineral which occurs in beach sands and placer deposits. Most 

of the current production in the United States is from— 
(1) Florida where it comes as a byproduct from mining of titanium. 
Both are mined from beach and dune sands jn the neighborhood of Jack- 
sonville, Fla. ; 
(2) South Carolina where it is mined from ancient beach sands prin- 
cipally near Aiken; 
(3) Idaho where it is mined from stream deposits. 
The principal foreign source is the Union of South Africa. 

Monazite is composed of two commercial minerals, thorium and rare earths. 
Thorium is a fissionable material which comes under the control of the Atomic 
Energy Commission, If kinks can be removed which now handicap its use, 
it may become a more economical source of atomic energy than uranium and thus 
find a market as a replacement for uranium. Monazite is composed roughly of 
about 3 to 5 percent thorium. 

The rare earths found in monazite are used in making glass, stainless steel, 
cigarette lighter flints and other industrial products. About 50 percent of mona- 
zite is made up of rare earths. 

The production of monazite is at times for its thorium and at other times for 
its rare earths. The principal purpose at any time is dependent on market 
price but having a dual purpose, it finds a fairly good market. It may ultimately 
find an excellent market in competition with uranium. 

Mr. Vanix. Mr. Chairman. 

The Cuatrman. Mr. Vanik. 

Mr. Vanik. Mr. Chairman, I would like to ask the witness 1 or 2 
questions which relate to the shifting of industry and people because 
of the depressed area problem. 

Now in Cleveland for example, we have lost several plants. I 
told you we lost 7 to the State of Tennessee, and 1 of those is the 
Murray, Ohio, bicycle plant. It employed about 600 people in the 
city of Cleveland. The plant was moved to Tennessee because a par- 
ticular city in Tennessee built them a plant, in addition to offering 
some other inducements. I have felt for some time there ought to be 
something in our code in the nature of an unfair industrial induce- 
ments act because there should be a limit to what communities should 
offer to industries. I think communities should compete for indus- 
tries on the basis of resources, labor market, the abundance of mate- 
rials and utility facilities. When communities begin building plants, 
for private concerns, I think they go a little further than they ought 
to go. That is my own opinion. 

Well, in analyzing the 600 employees who were displaced by this 
movement of the bicycle plants to Tennessee, we learned that be- 
tween 30 and 40 percent of the 600 people who would be laid off at 
the Murray, Ohio, operation in Cleveland, were recent arrivals from 
the State of Tennessee. They were among thoso most recently em- 
ployed and therefore among the first laid off. 

We are concerned with the problem of the depressed areas and the 
effect that they have upon our national economy. In my city, there 
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are entire towns that seem to have moved in from West Virginia, from 
eastern Kentucky, and from other parts of the country. 

They are overflowing our schools, they are taxing our local facilities, 
and I think these people are going to be permanent residents. My 
thought is this; if we are tackling the problem of the depressed areas 
and the impact of depressed areas upon our community,.isn’t there 
some justification for doing something for the communities which 
have to carry the excessive burden of teaching and training and pro- 
viding all the public services that are necessary for huge segments of 
population that come in from depressed areas and move into our cities, 

Shouldn’t that be a part of this same package, as part of the same 
problem ? 

Mr. Muriier. You have made Cleveland so attractive that you have 
brought these people from those areas to your locality—either you or 
your industries. I am not saying that facetiously. I mean there was 
some reason why those people from Tennessee moved there. Certainly 
we do not want to do anything that is going to destroy the mobility 
cf our people. 

Mr: Vanix.. That is right. 

Mr. Muetier. I do not know how the Federal Government or the 
State can enjoin any local municipality from offering any sort of an 
inducement if they feel it is within their power to do so. 

Mr. Vani. Yes, but here we are asking for legislation which is 
going to make it possible for loans to local communities to provide 
facilities and plant facilities, et cetera, and to increase their utilit 
services. By the same token, aren’t we, who live in urban areas with 
an influx of these people, in some way entitled to a contribution in some 
way to the added cost of our housing utility and educational facilities ? 

Mr. Muetier. I would look at this from a broad aspect. Those 
people contribute to the communiyt as well as being a charge on the 
community in the face of facilities. In other words, they become tax- 
payers in their community, they bring in a certain amount of money 
by the production that they particularly may produce in their par- 
ticular industry or job. Each man in a job in a manufacturing plant 
is accountable for from anywhere from 10 to 20 to 25 thousand dollars 
worth of production a year. That is money brought into the 
community. 

Enactment of H. R. 8555 would enable the Federal Government to 
help areas of substantial and persistent unemployment resolve their 
economic problems and thus offer residents of such areas real in- 
centives to remain rather than relocate in large industrial areas in the 
hope of employment. 

Mr. Vanix. Yes, but the taxpayers of our community are faced with 
the burden of building new schools, new facilities. They have already 
taken care of their established needs but because of this migration of 
people they have added burdens placed upon the local tax economy 
which is already in a very weak condition. Don’t you think they ought 
to have some relief to compensate for the effect of migrating people 
from the depressed areas. 

Mr. Mve.tirr. I think it would be a very hard thing to measure 
sir. 
Mr. Vani. We can give you statistics. There is one town in east- 
ern Kentucky that has contributed 600 families to one Cleveland 
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neighborhood. We surveyed that. We know those families are 
there. Our school records could probably give a complete record of 
these migrations. 

Mr. Mvuetier. Did your Chamber of Commerce go down and try 
to get those people? 

Mr. Vanik., They are bringing them in all the time. We are afraid 
they are going to be on the relief rolls at some time, if there is a 
slackening of employment. That will be a burden and responsibility 
of our local community. We are concerned about that potential ob- 
ligation that we may not be financially able to undertake. 

Mr. Mvetxier. You know Detroit had that problem when they 
brought up a whole lot of colored people from the South to work in 
the automobile plants, right after the end of the World War II. 
They had a very difficult situation, but in the meantime they have 
been absorbed. 

I do not know whether there is an answer to that, sir, because I 
think it would be very difficult. You have got one group or groups 
in your community who are pushing for that, who are going out 
and. bringing those people in. Then you have got other groups who 
might be the taxpayers, you might say the taxpayers are interested, 
who say that is not too good a thing for the community. It seems to 
me that that is a community responsibility, to resolve among them- 
selves. 

Mr. VaniK. I differ with you on that, because I think it is a national 
concern. The national Government has, or should have, a concern 
with the migration of peoples. These problems of the migration of 
people ought to be the concern of the Department of Commerce. 
When people move as they have a right to, from one part of the 
country to another, the problems of the adjustment of those people 
and the added burdens, the cost in the depressed area of a depressed 
labor market ; the cost in an urban area of an inflated housing demand, 
ought to be Federal Government concern. They are interstate prob- 
lems and have relationship to the migration of people from one area 
to another. I think we should encourage their migration but I think 
that in justice to all of the parties concerned, we ought to do some- 
thing for the communities that have to face the impact of the people 
that are swelling the urban areas. 

Mr. NicHotson. Mr. Chairman. 

The Cuamman. Mr. Nicholson. 

Mr. Nicnotson. Have you got a list of establishments that the Fed- 
eral Government has that are in competition with private enter- 
prise? 

Mr. Mururrr. I am afraid it would be quite a list. I do not know 
that we have got it, but I certainly would get it for you. 

Mr. Nicno.tson. Do you know that there are plenty of businesses 
that the Governemnt is doing that private enterprise could do just 
as well or better ? 

Mr. Mvuetter. I think the record of this administration has been 
that we have been trying to get out of that as fast as we can but there 
have been certain instances where we have tried to sell those to private 
industry where the Congress in its wisdom and judgment has made it 
impossible for the sale, as now. 

Mr. Nicnotson, About a year ago the Department put out an order 
doing away with a rope walk up in Massachusetts. They were going 
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to close up at a certain time. They haven’t closed yet. They are still 
competing with the Plymouth-Carthage Co. and New Bedford- 
Carthage Co. I don’t see how we can do anything unless the Govern- 
ment gives us a good example. 

Mr. Mvuetirer. The Government sold, to my knowledge, all of the 
rubber plants, the synthetic rubber plants, and fortunately realized 
a profit on the bovis ire operation of some $29 million. I merely cite 
that as an example, sir, that I believe this administration is determined 
insofar as is practically possible, to get out of business, competing with 
private industry. We are trying at the present time to sell the Texas 
City tin smelter, but our good friends from Texas in the Congress— 
I am sorry Mr. Patman has gone—are objecting strenuously to the 
closing down of that uneconomic operation. 

Mr. Nicuorson. They are losing money in the plant? 

Mr. Muetirr. That is right. We have tin running out of our ears 
in the stockpile. 

The Cuatrman. The Government can’t compete with private enter- 
prise. The tin smelter in Texas has not competed with private enter- 
prise, has it ? 

Mr. Mvetixr. No; for the simple reason we don’t have any other 
tin smelters in this country. 

The Cuarrman. I remember years ago when I was a boy your party 
— up a high protective tariff on tinplate and we discovered no tin — 

ad ever been mined in this country and it hasn’t been mined yet. 

Are there any other questions? 

Mr. Tatie. Mr. Chairman, I might add to that that within recent ~ 
years there has been a tin venture in Alaska which, unfortunately, has — 
not turned out very well, but we won’t discuss that here. 

May I ask a question, Mr. Chairman ? 

The Cuarran. Yes. 


Mr. Tate. On page 8 of your statement, Mr. Mueller, and I quote 
from it: 





In the Department of Commerce we have already undertaken a modest program 
of technical assistance which has been operating on a sort of pilot plant basis. 

That is as far as I will quote. 1 

Do you choose to expand on that statement ? 

Mr. Muetter. We have what is known as the Office of Area Devel- 
opment. Mr. Victor Roterus, who sits at my right here, is the Admin- 
istrator of that Office. It has a budget of $120,000, and I think that — 
that is one of the best $120,000 that this Government spends on any  ~ 
agency. We have done more good—we can show you letters from — 

ongressmen on both sides, from districts where we have sent our 
representatives in, have given advice, have developed ways and means 
by which they can attract industry, and because of that pilot plant 
operation we know that if this act is passed, it would do that same 
thing for practically all of the depressed areas. 

Mr. Tauie. Have the results up to date been recorded in any publi- 
cation or bulletin or pamphlet, so the story is written ? 

Mr. Muetier. We have a number of bulletins that we issue from 
that office to these various development agencies and communities. 

I do not believe that we have, you might say, a report of that particular 
department that would tell its accomplishments. 

Mr. Tate. I was wondering if it might not be well for this record 
to have a relatively brief summary of what has been done, because 
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that sentence caught my eye as I read the statement and again as I 
heard you read it. Don’t you think it would be well to develop a brief 
statement on that? 

Mr. Muetuer. Mr. Talle, if the chairman will permit, we would be 
very glad to introduce all of the pamphlets that we produce. 

The CHatrman. I don’t think we ought to make the record too 
cumbersome, but without objection you may introduce some material. 

Mr. Mvuetter. Or a statement of what has been accomplished in line 
with what Mr. Talle requests. We will make a short written statement 
which we will introduce, then, and eliminate the pamphlets. 

Mr. Tatxe. Is that satisfactory, Mr. Chairman ‘ 

(The statement requested above is as follows :) 


STATEMENT ON WorRK OF OFFICE OF AREA DEVELOPMENT, BUSINESS AND DEFENSB 
SFRVICES ADMINISTRATION, UNITED STATES DEPARTMENT OF COMMERCE, WITH 
REFERENCE TO LABOR SURPLUS AREAS 


ORIGIN OF THE OFFICE OF AREA DEVELOPMENT 


Since its initial establishment as the Area Development Division by depart- 
mental order No. 65 on March 20, 1947, and its subsequent elevation to the 
status of an office on August 12, 1955, the Office of Area Development of the 
United States Department of Commerce has served as a focal point and clearing 
house in the Federal Government in providing assistance to States, communities, 
and private groups and individuals for the purpose of establishing programs 
aimed at economic development and relieving conditions of local area unemploy- 
ment. 


TYPES OF UNEMPLOYMENT PROBLEM AREAS 


Areas of spot unemployment are principally of two types—the temporary type 
which appear and vanish with the fluctuations of the national economy and those 
of a chronie type which may persist even when the national economy is at a 
high level. The latter areas particularly present special problems and needs. 
Causes for their current difficulties may be attributed to various factors: 
Technological changes ; exhaustion or depletion of natural resources; the inroad 
of competing products ; insufficient industrialization or inadequate diversification 
of industry. The present statement is confined, first, to several observations 
about the problems and needs of areas with long-term unemployment problems, 
and second, to how the program of the Office of Area Development attempts to 
assist these communities in resolving their unemployment and related problems. 


NEEDS OF SURPLUS LABOR AREAS 


Areas of long-term unemployment have these characteristics, among others: 

(1) They need either a complete revitalization of their existing industries or, 
where these industries face a shrinking future, new activities—a new economic 
base—are necessary to keep pace with national progress and to provide increas- 
ing job opportunities. 

(2) Many of these areas, schooled exclusively in the development of one type 
of resource or industry, are not prepared to move into new product fields or 
to serve new and changing markets. 

(3) There is often lacking the know-how with which to take the necessary 
steps in developing a revitalized local economy based on local resources and 
advantages. 

(4) Similarly lacking are the knowledge and ability to make use of existing 
State and Federal aids in buttressing local area development efforts. 

(5) Despite the most arduous local efforts at arriving at a solution—which 
usually is determined to be the establishment of new lines of industry—these 
efforts sometimes die on the vine because effective contact has not been made 
with private industry executives whose decisions as to new and branch plant 
locations are a vital key to expanding job opportunities. 


LIAISON WITH STATE DEVELOPMENT AGENCIES 


Under the pattern of operation of the Office of Area Development, initiative 
and responsibility for area development activity remain with the local and State 
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levels, while the available resources of the Federal Government are made to 
supplement rather than duplicate or displace local efforts. 

The identity of interest between the Department of Commerce and the official 
State development organizations in the economic development of the Nation 
and its separate States formed the basis for establishing a close working rela- 
tionship between the State agencies and the Office of Area Development. In 
actuality, the original Area Development Division was formed largely at the 
request of a delegation representing these State agencies. 3 

The working relationship with the State planning and development agencies 
has proved mutually beneficial. For example, under the joint sponsorship of the 
Office of Area Development and the Association of State Planning and Develop- 
ment Agencies, there is held an annual conference, where Federal and State 
officials discuss their common problems and arrive at ways and means whereby 
their efforts to meet these problems can be geared together most effectively. 


DEVELOPMENT AIDS AND BULLETINS 


The Office of Area Development has prepared numerous industrial development 
aids for use by communities in establishing new industry and thereby increasing 
local employment opportunities. For example, a Canvass was made of local and i 
State programs, and the actions of many Communists were summarized in a 
checklist for community and area development. The checklist comprises a 
summary of the types of action that various communities have taken dealing with 
industrial development problems, retail and service trade expansion, tourist and 
recreation development, local government aids, and similar topics associated with 
area-development procedures. The checklist also enumerates what States can 
do to assist local groups in their economic development efforts. 

Another self-help tool that the Offive has provided to meet the know-how 
needs of many local areas for establishing new industry based on local resources 
is a Community Industrial Development Kit. This kit covers a range of area 
development topics, including the technique of making a factual survey of what 4 
prospective industry wants to know about a community, the promotion stage 
indicating how to find industrial prospects, and information as to how other 
communities have gone about expanding and strengthening their economic base. r 

The Office has found that many communities have been successful in estab- 
lishing new industries through the device of a planned industrial park, which 
in effect is the industrial counterpart of a planned residential development. To 
make these experiences available to other communities which are determined 
to expand and diversify their economic base, the Office has prepared a how-to- 
do-it publication entitled “Organized Industrial Districts: A Tool for Com- 


munity Development.” : 

The Area Development Bulletin, a bimonthly publication, brings to the at- i 
tention of communities and private groups recent Federal information and j 
programs that may assist them in their economic development efforts, as well as 4 


detailed accounts of how other areas are meeting similar problems. 
TECHNICAL STUDIES 


The Department of Commerce has recognized that very often certain research 
must he completed before needed changes in local economies can take place. 
Technical studies made with reference to the locational requirements of growth 
industries are an example, the problem being to assist the areas of unemploy 
ment in their efforts to share in the industrial expansions which are taking place 
throughout the Nation. A recent study prepared by the Office of Area Develop- 
ment, Location Factors in The Petrochemical Industry, is a case in point. This 
study provides estimates of requirements for a number of petrochemicals over 
a period of years and indicate areas, including labor surplus areas, which have 
very real advantages as locations for this particular growth industry. Both the 
industry and the designated favorable location areas can use this report in any 
future industrial development efforts. 










DEVELOPING COMMUNITY-INDUSTRY CONTACTS 
A vital part of the program of the Office of Area Development goes to the 
heart of the matter of establishing new industry to take the place of old or 
declining industries in areas of surplus labor. Once a community has organized 
for this effort, its prime need is to come into direct contact with firms planning 
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expansion. In this connection, the Office has tried various devices to assist 
communities in need. 

Several times a month, for example, leading executives from various types of 
private industry are called to industry conferences held by the Department of 
Commerce. Time is allotted on the agenda of these conferences for discussion 
of the problems of surplus labor areas and the stake of private industry in 
their solution, and the conference is asked to give earnest consideration to the 
advantages of these areas in planning future plant locations. 


DIVERSIFYING EXISTING INDUSTRY: NEW PRODUCTS EXHIBITS 


The solution to replacing a worn-out economic base in local areas of unemploy- 
ment does not rest entirely in establishing new industries or branch plants. 
Much can be done in expanding existing local industry through opening up new 
markets, introducing new products, or improving old products by new processing 
methods or design. 

A Michigan group, concerned with its areas of substantial labor surplus— 
Detroit at the time was one of them—sought suggestions on their objective of 
stabilizing, as well as expanding, local economies through industrial diversifica- 
tion. Out of the initial conference held to discuss this problem emerged the idea 
of creating a regional exhibit of new products and processes with Federal, State, 
and local governments, and private industry and labor unions cooperating. 
Since the Federal Government spends several billions annually on research 
related mostly to defense requirements-—such an exhibit not only provided an 
opportunity for businessmen to share in the results of this research, but also 
provided a medium for the Department of Defense to broaden the mobilization 
base and to encourage civilian production capacity and know-how with respect 
to newly developed, noncritical materials, new processes, and new items having 
defense significance in time of mobilization. 

Following its customary pattern of cooperation with other public and private 
agencies, the Office of Area Development worked together on this project with 
other units of the Department of Commerce and the Michigan Department of 
Economic Development. Michigan leaders formed a nonprofit corporation to 
undertake the detailed planning of the exhibit and encourage the participation 
of manufacturers established in the region. Funds were raised legally by volun- 
tary contribution from business and labor organizations and private individuals. 

Over 5.000 people, representing 1,258 firms located in 158 Michigan communi- 
ties, viewed the exhibit. Representatives from 18 other States and 4 foreign coun- 
tries also were present. On exhibit were some 25 displays of federally developed 
new products or processes and some 70 displays provided by private exhibitors. 

A number of months after the exhibit, personal interviews were conducted with 
269 businessmen who had attended the show. Of these, 61 (over 20 percent) 
indicated that they had already adopted a product or process which they had 
examined at the exhibit or had definite plans for doing so. 

So gratifying was this result that only recently a similar new products and 
processes exhibit was held in the New England area, in Boston. It is anticipated 
that more exhibits of this type will be initiated in the future in other regions 
of the Nation. 


ON-THE-SPOT COMMUNITY ASSISTANCE 


Another important activity of the Office has been on-the-spot assistance to 
State and local groups in combatting problems of local unemployment. On-the- 
spot visits are always conducted in cooperation with State planning and develop- 
ment agencies, with which the Office of Area Development maintains a continuing 
close working relationship ; at the same time, the activities of the Office are coordi- 
nated with pertinent functions of other Federal agencies, such as the Small Busi- 
ness Administration, the Department of Labor, the Department of the Interior, 
the Housing and Home Finance Agency, and Department of Defense. 

A survey made in eastern Oklahoma provides an excellent example of how the 
Office of Area Development works with State and local groups in bringing avail- 
able Federal assistance to bear on their surplus labor problems. Eastern Okla- 
homa has been severely affected both by drought and by the inactivity of its coal 
mines. Community and county groups in this area appealed to their congres- 
sional representatives to help in the solution of their problems. These Congress 
men thereupon met with the Under Secretary of Commerce, who directed the Office 
of Area Development to make a survey of the situation and assist the affected 
area in whatever way it coud. 
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The Office then arranged with the Oklahoma Planning and Resources Board to 
share leadership responsibility for the area survey and suggested other State 
and Federal agencies which should be represented on the survey team. The Okla- 
homa Planning and Resources Board, in cooperation with local leaders, made 
arrangements for meeting in the area and invited the concerned State and Fed- 
eral agencies to participate. Upon adoption by the survey team of the proposed 
outline of a report of recommended remedial action, agency assignments for the 
preparation of specific sections of the report were made, and responsibility for 
report coordination and publication was lodged with the Oklahoma Planning and 
Resources Board itself. All agencies then proceeded to submit their report sec- 
tions to the Oklahoma Planning and Resources Board, which agency, with consul- 
tation from the Office of Area Development, prepared the final coordinated report. 

In this way, responsibility for leadership and follow through was fixed locally, 
the technical and program resources of the Federal Government were coordi- 
nated with State and local resources in an effective and orderly manner, and a 
constructive program for remedial action finally emerged. Subsequently, the 
Director of the Oklahoma Department of Commerce and Industry has made 
known that local action based on recommendations made in the report ‘has 
resulted in considerable progress toward alleviation of the difficulties which had 
deen hindering the economic progress of the eastern Oklahoma region. Some 
of these concrete results are as follows: 

1. Several million dollars worth of road contracts were let considerably ahead 
of already planned schedules to provide immediate area employment. 

2. Manufacturing firms are in the process of reviewing several counties in the 
region as possible sites for new installations, the total investment of Which 
would exceed $100 million. 

3. Recommendations in the report relative to water supply have prompted 
citizens in eastern portions of the State to coordinate efforts in developing large 
reservoirs in northeastern and southeastern Oklahoma. 

4. At least six eastern Oklahoma communities have requested their State 
department of commerce and industry to provide them with assistance in pre- 
paring locai industrial development programs, a service which is now being 
performed. 

5. Recreation potentials of eastern Oklahoma are presently receiving increased 
consideration, with several cities already engaged in improving their tourist 
facilities and publicity programs. 


ADVICE ON INDUSTRIAL LOCATION 


The Office of Area Development has also been given responsibility by the Office 
of Defense Mobilization (Defense Mobilization Order I-19) for conseling indus- 
try, as well as Federal departments and agencies, with respect to national dis- 
persion policy and location problems in cases of new facility expansions. 

The Office now serves about 100 metropolitan area industrial dispersion com- 
mittees by providing them with technical assistance on methods of survey prepa- 
ration, by reviewing and certifying the local survey reports as a service to the 
Office of Defense Mobilization in connection with the latter’s review of certifi- 
eates of necessity for accelerated tax amortization, and by maintaining for pri- 
vate industry, military, civil defense, and general governmental use a central 
file of dispersion maps and information developed by the local committees. 


The CHarrman. If there are no other questions, Mr. Secretary, you 
may stand aside. Weare glad to have your views. 

Mr. Mueuirr. Thank you. I want to say to the committee I appre- 
ciate the courtesy and privilege of appearing here. 

The Cuatrman. It is a privilege of those who represent the Gov- 
ernment to come before a committee and testify for things that they 
favor. The door is always open to all of them. 

Well, we would like to have gotten through this morning. We have 
two other witnesses, but there are so few members here now that I 
don’t think we had better proceed. We will adjourn, to meet at 
2 o'clock. 

(Whereupon, at 11:53 a. m., the committee adjourned, to recon- 
vene at 2 p. m., the same day.) 
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AFTERNOON SESSION 


Mr. Brown (presiding). The committee will come to order. 

Mr. Clerk, give us the first witness. 

The Cuierk. The first witness, Mr. Chairman, is Hon. Arthur Lar- 
son, Under Secretary of Labor. 

Mr. Brown. Come around, Mr. Secretary. 


STATEMENT OF HON. ARTHUR LARSON, UNDER SECRETARY OF 
LABOR 


Mr. Larson. Mr. Chairman, I am Arthur Larson, Under Secretary 
of Labor. I want to thank you for this chance to present the views 
of the Department of Labor on H. R. 8555 and a number of identical 
bills dealing with Federal assistance to areas of substantial and per- 
sistent unemployment. 

Since Assistant Secretary Mueller has already testified on these 
bills, I would like to ask the Chair’s permission to submit my prepared 
statement for the record and then orally comment on 2 or 3 high- 
lights of the problem. 

“Mr. Brown. That may be done. 

(The statement referred to is as follows :) 


STATEMENT OF ARTHUR LARSON, UNDER SECRETARY OF LABOR 


Mr. Chairman and members of the committee, I want to thank you for this 
chance to present the views of the Department of Labor on H. R. 8555 and a 
number of identical bills dealing with Federal assistance to areas of substantial 
and persistent unemployment. 

Since Assistant Secretary Mueller of the Department of Commerce has already 
testified on these bills, I am going to try to save the committee's time by avoiding 
as far as possible needless repetition of the matters he has covered. 

As to the nature of the problem, he has outlined the number and character of 
the so-called labor surplus areas, as well as the particular economic causes of 
local unemployment. I am appending to my testimony a complete list of the 19 
major and 64 smaller labor surplus areas as of January 1956. It should be noted 
that this list does not reflect the prec ise scope of the problem dealt with by this 
legislation, for two reasons. One is that there may be some small areas that 
have never been classified by the Department of Labor which might, after a 
special investigation of the extent of their unemployment, qualify under the 
pending bills for special assistance. The other reason is that there are a number 
of areas currently classified as labor surplus areas which would not satisfy the 
test of persistent duration and would therefore not be eligible for the special 
loans and grants afforded by the bills. 

I think we should begin by recognizing the distinctive and novel ch: — ter of 
our contemporary version of the unemployment problem. During the 1930’s, and 
at various other times, we have had to deal with the problem of eaeadatbetaiet 
which was the result of depression. The 1956 brand of unemployment is unem- 
ployment in spite of prosperity. The two types of unemployment problem are 
quite different, and call for different treatment. Obviously, large-scale nation- 
wide Federal make-work projects are entirely unsuited to the present problem. 
What is needed is a new kind of activity, which recognizes and identifies the 
essentially localized need for action. 

This, in turn, may give rise to the question whether local unemployment is a 
proper concern of the Federal Government. We believe that itis. The American 
people have come to expect of their Government an active concern on problems 
of employment and unemployment, expressed in such places as the Employment 
Act of 1946, and this concern should be no less because the unemployment problem 
is concentrated in certain areas. If one takes all the larger and smaller labor 
surplus areas together, one finds that the rate of unemployment averages 8.5 
percent of their labor force, as against 3.5 percent at the end of 1955 for the 
country as a whole, 
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The persistence of this degree of unemployment in some areas is properly a 
matter for Federal concern. In terms of the human effects of unemployment, it 
is impossible to depict the extent of wasted human resources, through disrupted 
family life, broken homes, personal suffering, juvenile delinquency, and loss of 
personal dignity. 

The cost, even in economic terms alone, would more than justify Federal atten- 
tion, because of the loss of production, loss of purchasing power, loss of markets 
and sales potentials, and loss of human skills. One way to measure a part of 
this loss is to look at the cost of unemployment compensation. In 1955, a highly 
prosperous year, the total unemployment compensation benefits paid out amounted 
to $1,350 million. Suppose that we could reduce the ratio of unemployment in the 
labor surplus areas to the national average. This would cut the overall national 
volume of unemployment by about 7% percent and return a saving of about 
$100 million a year on unemployment insurance. Needless to say, this annual 
saving would in itself pay for the cost of the proposed legislation many times over 

Defense considerations are another legitimate reason for Federal concern, be- 
cause of the necessity of maiutaining and expanding the mobilization base. For 
example, it is most important to develop and maintain a highly skilled labor 
force. We ean stockpile materials. but we cannot stockpile skilled workers. 
Skills must be constantly used or they become rusty. It is therefore a matter 
of importance to the Federal Government to maintain and enhance the skills 
that are present in these labor surplus areas. Build’ng up these areas, many 
of which are not within critical target zones, would further strengthen our 
defense capabilities. 

Finally, the Federal Government should concern itself with these areas because 
experience has shown that the problem probably cannot be solved without 
Federal help. It is true that conspicuous improvement has been made in re- 
ducing the number of labor surplus areas in the past few years. The figure of 
48 major labor surplus areas at the end of 1954 has now been reduced to 19. 
This might suggest that the trouble will eventually solve itself, but the history 
of these communities shows that their high level of unemployment has persisted 
even during periods of general prosperity—in fact, even in times of labor shortage 
elsewhere. Moreover, because of the fast-changing character of our economy, it 
is quite possible that, for reasons we cannot now even predict, the problem of 
persistent labor surplus may strike in communities that have previously been 
free of the problem. 

Experience has also shown that, for the most part, local efforts have not been 
adequate to solve the problem. We should give full recognition to the splendid 
efforts that have been made in many of these areas, and to the genuine progress 
in the establishment of new industries that has been made. State governments 
have been active in this effort, through the setting up of industrial development 
boards, and a variety of bodies, State and local, public and private, have worked 
hard and imaginatively to foster economic development in the affected areas. 

At the same time, the Federal Government has recognized its responsibility 
and attempted to make a contribution in a variety of ways. Assistant Secretary 
Mueller has told you about the area development activities of the Department 
of Commerce. We in the Department of Labor also have a community employ- 
ment program, throuvh which we attempt to aid local areas, principally from 
the manpower side. In addition, there is Defense Manpower Policy No. 4, which 
authorizes the setting aside of portions of defense procurement on which special 
advantages are given to manufacturers in these areas. Some assistance is 
provided by the new procedures authorized in 1954 by Executive Order 10582 
under the Buy American Act. These procedures make it easier for manufac- 
turers in surplus labor areas to compete with foreign bidders for Government 
contracts. Moreover, a policy allowing additional accelerated tax amortization 
for plants locating or expanding defense facilities in surplus labor areas was 
promulgated late in 1953. Some 60 tax amortization certificates, representing 
about $220 million of capital investment, have been approved for labor surplus 
areas. When in full operation, these facilities will provide about 12,000 new 
jobs. 

However, all these exertions, local, State, and Federal, although they have 
definitely helped, have been inadequate to dispose of the excessive local unem- 
ployment. It is for this reason that President Eisenhower in his recent Economic 
Report to Congress called for “bolder measures.” The bills which we are now 
discussing are designed to initiate this bolder approach. 
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THE PROVISIONS OF THE BILL 


The theme that runs through this legislation is that of providing Federal 
assistance in such a way as to maximize rather than stultify State and local 
action. Another of the main threads is the idea of aiming at systematic perma- 
nent improvement of economic and employment opportunities, as distinguished 
from haphazard and temporary stimulants. 

Let us now look at the specific operating mechanisms of the legislation. 

The first question that naturally arises is: Which areas will benefit? The 
answer is that the special loan and grant benefits of the act will apply to areas 
which have an unemployment rate of 8 percent and have had an &-percent 
rate for the major portion of each of the preceding 2 years. 

The Secretary of Labor is given the task of certifying which areas meet 
this test. 

In the past, availability of labor market classifications by the Secretary of 
Labor has depended upon the size of the area; 149 “major” labor market areas 
are Classified every 2 months. There is a second group of areas, too small 
to be included in this regular classification, but having a labor force of more 
than 15,000. For this group, Classifications have been prepared on request 
when necessary to determine whether the community is entitled to some specific 
benefits available to labor surplus areas. In this second category, only a 
small fraction of the total number of communities have been classified from 
time to time. Areas in the third category, under 15,000 labor force, have never 
been classified although under certain conditions they can be given procure- 
ment assistance. 

The proposed legislation makes its benefits available to all areas of persistent 
and substantial unemployment, regardless of size. It also recognizes that in 
some cases appropriate historical data are not available, and authorizes the 
Secretary of Labor to make his determination on the basis of special surveys. 

On the strength of the information we now have, it appears that six major 
areas would qualify. These areas are: Terre Haute, Ind.; Lawrence, Mass.; 
Johnstown, Pa.; Seranton, Pa.; Wilkes-Barre, Hazleton, Pa.; Charleston, W. Va. 

Five other major areas may also qualify. They are: Lowell, Mass.; Duluth, 
Minn., and Superior, Wis.; Atlantic City, N. J.; Asheville, N. C.; Providence, R. 1. 

As to the second size category, we tentatively think that perhaps 30 areas 
would be eligible from among the areas that we have actually classified. As 
to the smallest size category, it would be very difficult to make any estimate 
at all on the strength of the data we now have. 

But even in the case of areas not designated as areas of substantial and 
persistent unemployment, the legislation provides benefits. In section 101 (b), 
special authorization is provided for supplying assistance to rural areas and 
rural communities to help them develop employment opportunities to sujple- 
ment agricultural activities. Technical assistance and field consultation for 
areas anywhere in the United States, to aid them in building up new indus- 
tries based on local resources, or in expansion of existing industries, or in 
economic diversification, are also authorized. 

Once an area has been designated as eligible for special assistance, a number 
of potential sources of aid come into play. In a typical case, perhaps the first 
question would he the question of what local organization or body the Federal 
Government deals with. In this respect the legislation is very broad, for it 
authorizes loan assistance to “persons, both private and public, arproved by 
the State ‘(or any agency or instrumentality thereof concerned with problems 
of economic development).” This means that the Federal Government can 
deal with a locally created development corporation or other agency approved 
by the State, as well as with a private employer. The requirement of approval 
by the State, however, insures that the entity will be a responsible one. 

It should next be noted that such assistance is extended only if there is an 
overall program for the economic development of the area. This is a require- 
ment of major importance. Merely to inject isolated and unplanned loans or 
srants into a community would be of little permanent value. The essential 
beginning point must be a well-thought-out comprehensive program for the area, 
designed to attack the fundamental causes of the area’s difficulties. 

In working out and executing such a plan, the communities will have the 
benefit of several technical assistance provisions in the legislation. One such 
provision is the authority of the Secretary of Commerce to provide technical 
assistance in analyzing the problems of the area and planning appropriate solu- 
tions. In addition, the Secretary of Labor is authorized to undertake studies, 
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or to provide assistance for studies, of the skills and labor force characteristics 
of the area. The Secretary of Labor may also undertake a program to improve 
the skills and employability of the labor force, and the Secretary of Health, 
Education, and Welfare at the request of the Secretary of Labor may provide 
vocational education assistance under such a program. The stress on doing 
as much as possible of the job locally is seen again in a provision for the making 
of outright grants, up to $1,500,000 a year, to appropriate State and local bodies, 
for studies of the needs and potentialities of the areas. In addition, it may be 
mentioned that the Administrator of the Housing and Home Finance Agency 
is given more flexible authority for the making of planning grants to metropolitan 
areas. 

It can thus be seen that there is provided a whole new array of technical assist- 
ance tacilities, all designed to insure that a thorougii analysis will be made of 
the distinctive local problem. 

In some cases, this may be all that is necessary to set the community on the 
road to economic rehabilitation. In others, there will be a need for further 
stimulation in the form of fresh capital investment. 

In some communities, local sources of ready capital and the local tax base 
may have been so diminished that further redevelopment is impracticable with- 
out special financial assistance. For this purpose, this bill sets up in sections 
107 and 108 a special $50 million Federal revolving loanfund. The uses to which 
these loans can be put are quite broad. They extend not only to the construc- 
tion « w indu-i a i e cas fac: vies, bit also to the rehabilitation, 
conversion, or expansion of existing buildings. In order to insure both State 
approval and local backing, loans are to be granted only to persons approved 
by State authorities, and State and local agencies must participate to the extent 
of at least 15 percent of the cost. Federal loan assistance is limited to 25 percent 
of the cost of any one project and will be granted only on a showing that funds 
are not otherwise available on reasonable terms, and that funds are available 
for the balance of the project not covered by the Federal loan. There is a further 
condition, which is a very obvious one in view of the purposes of the legislation, 
and that is the requirement that the particular loan shall not aid one area 
by creating unemployment in another area. 

In addition to the $50 million revolving loan fund specially created by this 
legislation, a substantial additional source of new capital is made available 
by the proposed amendments of the Housing Act of 1949. One of these amend- 
ments permits the resources of the urban renewal program to be utilized in 
areas predominantly residential in character, as at present. In the overall 
rehabilitation of a community, it may sometimes be difficult to draw a line be- 
tween rehabilitating residential areas and rehabilitating industrial areas. The 
proposed amendment permits the two types of activity to reinforce each other 
in the overall improvement of the community. The effect of the application of 
the urban-renewal program to commercial areas will be to make good industrial 
building sites available at reasonable prices as an inducement to private business 
to locate or expand in the area. 

Another prerequisite of a program of expansion is very often the provision 
or reconstruction of public facilities. In recognition of this, the second amend- 
ment of the Housing Act gives priority to applications from these areas for 
Federal loans to construct needed public facilities. 

In summary, the bill creates a versatile, well-rounded program, designed to 
bring to bear upon the needs of these communities the best resources, facilities, 
and experience available at all levels of government and of private industry. 
As to administrative arrangements, I want to concur in the views expressed 
by Assistant Secretary Mueller in support of the principle of lodging administra- 
tion within existing departments as against creating some new independent 
agency. The bill provides the necessary mechanisms to insure coordination 
between the various operating departments, and I am confident that these de- 
partments, if entrusted with this additional responsibility, will work together 
harmoniously and energetically toward the elimination of the stubborn problem 
of persistent local unemployment. 


Mr. Larson. As to the extent and nature of the persistent unem- 
ployment promer Assistant Secretary Mueller has already dealt with 
that, but I would like to add a little detail. He has mentioned that 
there are 19 major areas and 64 smaller labor areas which are clas- 
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sified in the Department of Labor’s classification series as labor sur- 
plus areas in January 1956. As to those figures I would like to ex- 
plain that they are not by any means identical to the areas that will 
specifically and specially benefit by this legislation. They give some 
idea of the labor surplus problem in this country. The reason they 
do not specifically reflect the present effect of this legislation is two- 
fold; it works in two directions. For one thing, not all of the areas 
that we classify as labor surplus areas will get the special loan and 
grant benefits of this legislation, because the unemployment has to 
be persistent over a period of duration, whereas our regular classi- 
fication tests only relate to unemployment as of the immediate period 
classified. 

Mr. Brown. What would be the duration ? 

Mr. Larson. The duration in our present classification system ? 

Mr. Brown. Yes. 

Mr. Larson. It is over a 2 months’ span. We classify every 2 
months. 

While the bill itself of course calls for unemployment of 8 percent 
or more during the greater part of the 2 preceding years, on the other 
hand, there might very well be some cases in which areas that we 
have not classified as Dales surplus areas might get the special benefits 
of the act. 

This would come about in the smaller labor areas that for some 
reason we have not specifically classified. 

Our area classification system now falls into 3 categories, or there 
are 3 sizes of labor market areas which should be kept distinct in 
order to understand what we are doing at the present time. 

First, we have 149 major labor market areas. These areas we 
classify every 2 months and regularly publish a classification for 
them. 

A second category would be areas too small to qualify for this 
major labor market classification, but having a labor force in excess 
of 15,000. 

Now in these cases we have from time to time made classifications 
on request when the area thought it would qualify and when there 
was some benefit to be gained under the tax amortization or procure- 
ment policies of the Government. Finally, there are the areas under 
15,000 and these we have not classified at all. So there are those 
three categories. ; 

Mr. Brown. Let me ask you a question on that. I live in a town 
of about 10,000 people and Atlanta is about a hundred miles from 
us. I do not know the population but it is somewhere around 400,000 
or more. 

My section might have one-third of the people of the town out 
of employment. Do you mean to say you would not help those people ? 

Mr. Larson. In many cases of that type—— 

Mr. Brown. That is what surprises me. 

Mr. Larson. They might very well be within the metropolitan 
area that we classify because this metropolitan area includes not 
only a single city but the normal area around that city that it would 
draw upon for its labor supply. 
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In a very rough sense, the major labor market area would include 
any part of that industrial area where people could commute to work 
or where they could change jobs without changing their residences. 

Roughly, that is the way the major labor market areas are arrived 
at. There are many other tests to it but that is the general idea. 

In the case of the in-between areas, over 15,000, we have to define 
those areas as we go along and we have classified a number of them 
who as a result have received some of the benefits that go with being 
a surplus labor area. 

Mr. Brown. If they are under 15,000, you do not classify them at 
all? 

Mr. Larson. We have not classified them at all up until now. Un- 
der the proposed legislation of course there is no distinction based 
on size at all and therefore, if an area of any size felt that it was 
entitled to the benefits of this act, wanted to take advantage of it, 
they would call upon us, and I presume that we would be obliged to 
undertake a special survey to see whether they met the tests of the 
act or not. 

Now, the first question I think that everyone is interested in under 
this legislation is, What areas to the best of our knowledge now will 
probably get the special benefits that we are talking about, the special 
loan provisions, special grants, and so forth? 

On the basis of the information we know have we can make a rough 
prediction of what these areas would probably be. 

In the case of the major labor market areas, it appears that six 
would pretty definitely qualify. 

These six are Terre Haute, Ind., Lawrence, Mass., Johnstown, Pa., 
Scranton, Pa., Wilkes-Barre, Hazleton, Pa., and Charleston, W. Va. 

Mr. Brown. Is that under the present bill ? 

Mr. Larson. That is under the bill; yes. 

Now there are five others in the major labor market category that 
might qualify. We cannot be quite sure, because the tests are dif- 
ferent from anything we may have applied in the past and it would 
depend on a special analysis made at the time the legislation takes 
effect, but these five areas which might qualify in addition are Lowell, 
Mass., Duluth, Minn., and Superior, Wis., which we treat .as one 
labor market area, Atlantic City, N. J., Asheville, N. C., and Provi- 
dence, R. I. 

Mr. Brown. Asheville, N. C. 

Mr. Larson. an 

Mr. Brown. I didn’t know they had a surplus of labor there. 

Mr. Larson. Yes. It isin this category, partly because of the highly 

seasonal character of their employment. There is quite a bit of 
seasonal employment, resort activity, et cetera. It seems to throw 
them into this category. To some extent that also is a problem in 
Atlantic City. 

Mr. Brown. That might be a problem in many sections of Florida. 

Mr. Larson. It appears to be the most acute in these two cities for 
some reason. 

Mr. Brown. They have seasonal employment down there on many 
crops. 

Mr. Larson. The crops? 
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Mr. Brown. What do they do with the employees down there when 
they gather the crops early in the year? 

Mr. Larson. They migrate up the coast in the migrant labor stream 
and work in different parts of the country, in crops as far north as 
New York. 

Mr. Brown. All right. Go ahead. 

Mr. Larson. Among the seconi group, the larger than 15,000 labor 
force category, we again can make a tentative estimate of which areas 
would probably come within the benefits, the special benefits of this 
act. I should be very careful to issue a warning at this point, that 
we do not want to give any guaranty that these areas would qualify. 
They would have to be specially surveyed. The legislation calls for a 
kind of amount and duration of employment that normally we do not 
gather for these areas, but what I am trying to provide is some idea, 
because I know ever yone is interested in it, of what areas probably 
would qualify; and with this very careful caveat at the beginning 
[ will read the list, if you like, of the 30 or so areas that would prob- 
ably qualify from this second group. 

Mr. Brown. They wouldn’t be in agricultural areas, wouldn't 
qualify at all. 

Mr. Larson. Of the list I am reading, of areas of 15,000 or more 
labor market, you probably wouldn’t get areas that are primarily 
agricultural but you would get areas which have a medium or small 
town and some industrial activity; but, as I said a moment ago, it 
is perfectly possible under the legislation itself, which has no limita- 
tions whatever on the size of the labor market area, it is perfectly 
possible under that legislation for areas to qualify which aren't in 
this list at all and that we have never surveyed at all, which might 
be areas with substantially smaller population than this. Now if you 
like, I can quickly read this list, which will complete the list. 

Mr. Brown. I would like to have placed in the record the labor 
mnarket: areas and the location. 1 think that would be worth while to 
have, 

Mr. Larson. The major ones are all contained in the bulletin which 
[ have had passed around to the members of the committee, with a 
light brown cover. This is our January bulletin and contains the 
January classifications, the changes in classifications, a number of other 
observations on the state of the labor market and also a brief deserip- 
tion of the way we arrive at these classifications. 

Mr. Brown. I think each Member of Congress should know where 
these labor markets are. 

Mr. Larson. Yes. 

Mr. Brown. I think it should be in the record. 

Mr. Larson. That we can readily provide. The major labor mar- 
kets are readily established. They are not something we have arrived 
at ourselves. ‘These are basically the metropolitan areas as defined by 
the Bureau of the Budget and we have followed that general pattern. 

Mr. Frxx. Bureau of Census? 

Mr. Larson. No, Bureau of the Budget. 

Now the smaller areas that we think tentatively might have the 
special benefits of this act 


Mr. Brown. In establishing a labor market, what are the qualifica- 
tions? 
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Mr. Larson. In defining a labor market area ? 

Mr. Brown. That is right. 

Mr. Larson. The major labor market area, there are a number of 
tests. First of all, you have a major city in the area of 50,000 popula- 
tion or more. Then usually you take in one county at least, sometimes 
more, except in New England, where the unit is a town. There are a 
number of other special tests that are applied. Each county in the 
area must have either 10,000 nonagricultural workers or 10 percent of 
the nonagricultural workers in the area, or more than half of the 
county’s population must be included in the metropolitan district as 
defined by the Bureau of the Census for use in the 1940 decennial 
census. 

Nonagricultural workers in each county must constitute at least 
two-thirds of the total labor force. 

Mr. Brown. What was that? 

Mr. Larson. Nonagricultural workers must constitute at least two- 
thirds of the labor force in the county and then there is a sort of gen- 
eral test that the counties shall be socially and economically integrated 
with this central city, or if you are dealing with more than one county, 
with a central county, and there are some specific tests for determin- 
ing whether that is the case or not. And then as I indicated, you 
look for this basic general question of whether this is the sort of 
integrated area in which a man could change his job from place to 
eta in this labor-market area and still keep the same place of resi- 

ence. That in a rough way is the test. It is a fairly technical and 
elaborate test, but the general idea is to arrive at the commonsense re- 
sult of what we would all, I think, normally recognize as a single eco- 
nomic area where people can work in different plants without chang- 
ing their residences. 

Mr. Brown. It looks to me like every man ought to have an equal 
opportunity to work, whether he is in a town of 15,000 or over 50,000. 

Mr. Larson. Yes. You see, we would be very happy to classify areas 
of any size whatever and we have done so on requests when there is a 
purpose for it, and under the proposed legislation, as I say, no dis- 
tinction will be made on the basis of size so far as eligibility is con- 
cerned. There is only one test and that is the test of eight percent 
unemployment, and the persistence of 8 percent unemployment or 
more over the major part of each of the 2 preceding years and that 
test could be applied either to a large area or to a small area. 

I think it might be interesting to see the kind of towns that are in 
this in-between category. This gives a much better idea of the scope 
of the entire problem than the list of major areas, because it carries the 
list into a good many more States. 

Harrisburg, Herrin, Murphysboro, West Frankfort, Litchfield, I11.; 
two in Indiana: Michigan City-La Porte, Vincennes. Kansas: Cof- 
feyville, Independence, Parsons, Pittsburg. As you can see we some- 
times group 2 or 3 towns together to make up one of these areas. 

Quite a few in Kentucky: Corbin, Hazard, Madisonville, Middles- 
boro-Harlan, Morehead-Grayson, Paintsville-Prestonsburg, Pikeville- 
Williamson; and in Maine, Biddeford-Sanford; Cumberland, Md.; 
and Amsterdam, N. Y. And then a group in Pennsylvania: Berwick- 
Bloomsburg, Clearfield-DuBois, Indiana, Kittanning-Ford City, 
Pottsville, Sunbury-Shamokin-Mount Carmel, Uniontown-Connells- 
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ville; then, LaFollette-Jellico-Tazewell, in Tennessee ; Big Stone Gap- 
Appalachia, Radford-Pulaski, Va.; and then three in West Virginia: 
Beckley, Fairmount, and Welch. That is the list of medium sized 
labor-market areas which might well be entitled to the special benefits 
of this legislation. 

In addition, there might very well be a number of other areas either 
in the still smaller categories or in this category for which special 
surveys would be made under the legislation and which might qualify 
under the tests of the bill. 

Mr. Brown. Are any of those people on relief now ? 

Mr. Larson. How is that? 

Mr. Brown. Are any of those people now on relief rolls? 

Mr. Larson. The people 

Mr. Brown. In West Virginia and Kentucky, for example. 

Mr. Larson. I am sure there are people on relief rolls in all of 
these places. 

I don’t want to create the impression that there is any particular 
significance under this legislation to the size of the community. The 
only reason I happen to be able to give you this list of names of towns 
is that these we happen to have got information for in the past, either 
because of our regular classification duties, or as a result of special 
requests. We have never had occasion in the past to classify still 
smallercommunities. But under the legislation 

Mr. Brown. Why haven’t you had occasion to do it ? 

Mr. Larson. Because there hasn’t been any purpose to be served for 
it apparently. 

Mr. Brown. I think there is a purpose to be served, if a certain per- 
cent of the people are out of ptt el ae in a town under 15,000, they 
are entitled to employment as well as people in a town of 50,000. 

Mr. Larson. Well, I must say this: That in the still smaller areas 
we do have a procedure by which even in the areas under 15,000, the 
local employment people can certify that the area is a labor surplus 
area and they can as a result of that have some of the benefits of the 
defense manpower policy for procurement policy, and so forth, but that 
is a special procedure. That doesn’t give us the kind of regular un- 
employment statistics that we would need to make the kind of pre- 
diction I am trying to make for these other areas. 

I should add that the fact that I have mentioned these particular 
areas which will qualify probably under the definition of persistent 
and substantial unemployment areas shouldn’t create the impression 
that these are the only areas that will get any benefits from this act. 
The act is so drawn that all areas of the country may potentially 
benefit. In section 101 (b) there is special authorization for supply- 

ing assistance to rural areas and rural communities to help them 
a employment opportunities. 

_Mr. Brown. I understand the 15,000 limitation doesn’t apply to this 
bill we are now considering. ; 

Mr. Larson. That is right. 

Mr. Brown. They can go anywhere, regardless of the size of the 
community or town. 

Mr. Larson. That is right. 

Now, regardless then of whether the community qualifies as an area 
of persistent and substantial unemployment, it will be eligible for tech- 
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nical assistance, field consultation, assistance in building up new indus 
tries, assistance in expansion of existing industries, and planning for 
economic diversification, whether it is small or even a rural area. This 
is all provided in section 101 of the proposed bill. However, the spe- 
cial loan and grant and other features are for areas that are classified 
by the Secretary of Labor as areas of persistent and substantial 
unemployment. 

Now, once an area has been designated as one of these areas of per- 
sistent and substantial unemployment, then the question is, How does 
the whole machinery of this bill come into play? Well, the first thing 
I think one would want to know is whom does the Federal Govern- 
ment deal with on a local level; and here the act is quite broad. It 
authorizes assistance to persons both public and private approved by 
the State or any agency or instrumentality of it. 

Mr. Brown. This bill doesn’t classify them at all according to popu- 
lation, does it ? 

Mr. Larson. Excuse me ? 

Mr. Brown. You can help them everywhere. You do not limit it 
to 15,000 under this bill. 

Mr. Larson. That is right. 

The Federal Government, for example, under this legislation can 
deal with a development corporation approved by the State, as well 
us with a private employer, but there is a requirement of approval by 
the State which will insure that the entity that the Federal Govern- 
ment deals with will be a responsible one. 

I would like to stress another important feature of this bill which 
is sometimes overlooked, and that is the fact that before this loan as- 
sistance, and so forth, is granted, there must be an overall program for 
the economic redevelopment of the area before any of these things 
come into play. I think. that is extremely.important. 

Mr. Brown. All right ; now just what do you mean by that ? 

Mr. Larson. That means that this is not going to authorize just a 
haphazard loan here or an isolated grant there or a one-shot infusion of 
money. There has got to be in advance a well-thought-out, long-range 
plan for the overall development of the economic life of the commu- 
nity, so that the loans, and so forth, will not just have a transitory in- 
cidental effect. 

Mr. Brown. Must you get the cooperation of the county and Federal 
Government and State government / 

Mr. Larson. You have to have the cooperation of the State govern- 
ment, definitely, and that is provided for explicitly by the legislation. 
From that point on there are various other entities at the local level 
that could and probably would be brought into the plan. 

Mr. Brown. That means you would have to have State legislation 
then in practically every State. 

Mr. Larson. I don’t know whether you would have to have legisla- 
tion or not, and I think many States are already equipped to deal with 
this sort of thing since they have been engaged in this kind of commu- 
nity redevelopment work for some years already. 

In working out this kind of plan, this sort of special overall program 
for the area, there are a number of kinds of technical assistance that are 
provided for by this bill and as I visualize the process that would take 
place once this act were going to go into effect in a particular commu- 
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nity, what would happen would be first, of course, that the Secretary 
of Labor would designate the area as a qualified one. The State would 
give its approval. The next step: it seems to me, would be this over- 
all plan. 

Mr. Brown. Who pays for the technical assistance 4 

Mr. Larson. The technical assistance is provided in several ways 
First, it is provided directly by the Federal Government, by the De- 
partment of Commerce, the area assistance administrator; there is 
another kind of technical assistance that, is provided by the Secretary 
of Labor, and that is the kind which has to do with the labor force of 
the area. The Secretary of Labor is authorized to undertake studies 
or to provide assistance for studies, to analyze the characteristics, the 
size, the skills, the quality of the labor force of the area, and then if it 
is found, as is true in some cases, that the skills of the labor force 
available do not quite match up with the demands of the new industry 

that is being planned, he is authorized to undertake a skill improve- 
ment prograny a program to improve the employability of the existing 
labor force, and in doing this, he calls upon the Secretary of Health, 
Education, and W elfare to assist in this program, through the voca- 
tional education program. Then the Secretary of Health, Education, 
and Welfare can provide added and expanded facilities under the 
vocational education program, to adapt and retrain the labor force of 
the area for the new demands that are being made upon it. 

There is another kind of technical assistance, too, and I would like 
to point out specially here that this is in tune with the general theme 
of the act, which is to get as much done locally as possible. A special 
fund of a million and a half dollars is authorized, which is available 
for grants for technical assistance: which could be undertaken by 
appropriate bodies at the local level or at the State level. So there is 
quite an array of different kinds of technical assistance provided for, 
either directly by the Federal Government, through the Secretary of 
Commerce, the Secretary of Labor, and also the Housing and Home 
Finance Administrator. 

Mr. Brown. What is this for? 

Mr. Larson. This is for technical assistance, analysis and planning 
at the local level. This is an outright grant. It is only, of course, 
supplementary to these other sources of technical assistance already 
provided by the Secretaries of Commerce and Labor and the Housing 
and Home Finance Administrator. 

This, then, is the technical assistance side of the legislation, and in 
many cases I should think that the analysis of the problem, the plan- 
ning, the technical assistance might in itself go a long way toward 
solving the problem. In many cases: however, of course, that will not 
be enough, and there will be need for some kind of fresh ¢ apital in 
order to carry out the community redevelopment. 

Now, that brings us to the next point, the final point, which is, of 
course, the loan feature of the act. 

In some communities the local sources of ready capital and the local 
tax base may have become so diminished that further redevelopment 
is very difficult indeed without special financial assistance, and for 
this purpose the bill has set up a special $50 million Federal revolving 
loan fund. These loans can be used for quite a broad variety of pur- 
poses, not only construction of new buildings and plants, but also 
rehabilitation of existing plant or conversion of existing plants. 
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Mr. Brown. What is the amount of the loan fund? 

Mr. Larson. The amount of the loan fund is $50 million on a re- 
volving basis. 

Mr. Brown. How much? 

Mr. Larson. $50 million. 

Now, in order to insure both State approval and genuine local back- 
ing, loans are to be granted only to persons approved by the State 
authorities, and State and local agencies must participate to the extent 
of at least 15 percent of the cost. 

The Federal loan assistance is limited to 25 percent of the cost of 
the project, and, of course, is granted only on condition that capital 
is not otherwise available on reasonable terms and of course that 
capital is available for the balance of the project in addition to the 
Federal loans. 

Mr. Brown. Doesn’t Small Business Administration take care of 
such loans? 

Mr. Larson. To some extent, yes, and we are hoping that in the 
operation of this legislation that the resources and the activities of the 
Small Business Administration will be coordinated with this so that 
the overall effect will be even greater than under this bill. 

Mr. Brown. You wouldn’t want two agencies doing the same thing. 

Mr. Larson. They are not doing precisely the same thing. The 
Small Business Administration has a specific assignment, as 1 under- 
stand it, which is to promote the interests of small business as such, 
whether in labor surplus areas or not. They have no special assign- 
ment, as I understand it, to solve this particular problem that we are 
talking about, the persistence of unemployment in certain areas. 
Therefore, while some of their activities naturally help out in these 
areas—— 

Mr. Brown. In the disaster area in New England last year, I think 
the Small Business Administration did a mighty good job. 

Mr. Larson. They did a tremendous job. They granted hundreds 
and hundreds of disaster loans. 

Mr. Brown. That is exactly what you would do under this bill? 

Mr. Larson. That of course was again for a specific purpose, but 
as I say, they are not set up to solve the labor surplus problem. They 
are helping to solve it. There is no question about that, and they 
would continue to help to solve it by granting loans in these areas, 
but the difference is that this legislation is a package, a series of activi- 
ties, of which the activities of the Small Business Administration 
would be one very helpful part. But this involves not only loans; it 
starts out with an overall plan. It goes on to several kinds of technical 
assistance that have in themselves nothing to do with loans or financial 
assistance. It involves activities by the Secretary of Labor in ana- 
lyzing the labor force and it has a retraining of labor force feature. 
It has a number of things in addition to the loans. 

Mr. Brown. Do you make a distinction between labor surplus and 
disaster areas? 

Mr. Larson. Yes. The disaster areas were areas which were suffer- 
ing from a special kind of problem as a result of the natural disaster. 

Mr. Brown. This bill, if it is enacted, then, would not take care of 
disaster areas unless there was a labor surplus, is that right? 

Mr. Larson. That is correct. This is not aimed at the kind of 
problem that was created by the flood disasters in New England and 
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the like, because this applies only to areas where unemployment has 
persisted over a couple of years. The two may occasionally coincide, 
but what is aimed at here is the kind of area which keeps on having 
high unemployment in good times and bad, even when everybody 
else is having a labor shortage. Even in wartime, some of these areas 
actually had still an unemployment problem. That is the type of 
area we are trying to do something about. 

The $50 million revolving loan fund, the special loan fund created 
by this act is not the only new source of capital here. There are 
several proposed amendments to the Housing Act of 1949 that will 
play a very important part in this overall package proposal. One of 
these amendments permits the resources of the urban renewal program 
to be utilized in the rehabilitation of industrial or commercial areas 
instead of being limited to areas predominantly residential in character 
as at present. 

I believe that you will have testimony from the Housing and Home 
Finance Agency, so I will not enlarge on this phase of the plan, except 
to say that I am sure that there must be many times when it is hard 
to draw a line between rehabilitating a purely residential area on 
the one hand and rehabilitating a aoe, 2 industrial or commercial area 
on the other. And it seems to me that these amendments in the pro- 
posed bill permit the two types of activities to reinforce each other, 
in the overall improvement of the community—building up both the 
industrial and the residential areas, because of course building up a 
residential area sometimes is a very important part of attracting in- 
dustries into the commercial area. 

Mr. Brown. The prime purpose of this bill is to give employment 
to the unemployed, is that right? 

Mr. Larson. That is right, on a permanent, long-term basis, as dis- 
tinguished from a haphazard, temporary basis. It is permanent, or 
long longe, substantial redevelopment of the economic life of these 
communities. 

There is one other amendment of the Housing Act which is im- 
portant here, and that is a provision relating to public facilities. 
The second amendment of the Housing Act gives priority to applica- 
tions from these areas of persistent and substantial labor surplus for 
Federal loans to construct needed public facilities in these areas. So 
there are these several kinds, then, of loan facilities available, not 
only the special $50 million revolving loan fund, but also a new use 
of the resources of the urban renewal program, both as to industrial 
and commercial areas, and as to the construction or reconstruction of 
public facilities. 

In summary, then, the bill does create a versatile, well-rounded pro- 
gram, designed to bring to bear on the needs of these communities 
the best resources and experiences and facilities of all levels of gov- 
ernment as well as of private enterprise. Finally, as to the adminis- 
trative arrangements, I would like to concur in the views expressed 
by Assistant Secretary Mueller in support of the principle of lodging 
administration within existing departments as against creating a new 
independent agency. 

The bill does provide mechanisms to insure coordination between 
the different departments, and to insure the maximum use of all the 


existing facilities and resources of the departments, without duplica- 
tion. 
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Mr. Brown. Suppose a community wants a sewer system. There 
is not any surplus of labor there. Would this bill help those people ? 
Mr. Larson, If it is not a labor surplus area as we define it here. 

Mr. Brown. How is that? 

Mr. Larson, It it is not a persistent and substantial labor surplus 
area as we define it here, this particular bill wouldn’t have any bearing 
on the problem. 

If we are aiming at reducing unemployment and if, as you say, this 
area has no unemployment problem, then this particular problem 

Mr. Brown. Certain communities are not able to float bonds or raise 
money otherwise. 

Mr. Larson. If this were a piece of legislation aimed at improving 
the sewage system of the country, that would be true, but this is aimed 
at cutting down the unemployment problem. 

The bill does set up an advisory board, consisting of the heads of 
various Government departments, which will be the major mechanism 
for coordinating activity between these departments. It does ex- 
plicitly require that the existing facilities of the different departments 
be used and coordinated, and it is my opinion, Mr. Chairman, and 
members of the committee, that these departments, if entrusted with 
this additional responsibility, will work together harmoniously and 
effectively and energetically toward the elimination of this stubborn 
problem of persistent local unemployment. 

Thank you. 

Mr. Brown. You are supporting this bill as it is written? 

Mr. Larson. That is right. 

Mr. Brown. Gentlemen, this is the Under Secretary of Labor, Mr. 
Larson. Do you care to ask any questions? 

Mr. Tate. No, sir. 

Mr. Brown. He has finished his statement. 

Mr. Berrts. I asked the Secretary of Commerce this morning a ques- 
tion. I thought it was important as far as the committee is con- 
cerned if we are going to set up machinery to do this. . I think the 
committee ought to know about how much the agency would cost the 
Government. Could you tell us that? 

Mr. Larson. As to the Labor Department, in this case, I assume 
you mean / 

Mr. Berrs. Yes. I imagine all you can testify to would be so far 
as the Labor Department is concerned. 

Mr. Larson. The big additional job in the Labor Department under 
this legislation would be the classification of the various areas to 
determine whether they meet the test of persistent and substantial 
unemployment. For that purpose, we would have a. substantial in- 
crease in the staff, because we would have to classify areas, small areas 
that we have never classified before, and we would have to arrive at 
the best conclusion we could on how close they come to satisfying this 
statutory test which reaches back 2 years. We don’t have regula. 
data for the past 2-year period for many of these areas, so it would 
take a very special kind of survey. 

Now, as to the increase in staff that would be necessary for the De- 
partment of Labor, I would have to make an extremely tentative 
estimate. Perhaps something around 20 positions. It might be 
somewhat more than that. It might be somewhat less, but it is very 
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difficult to tell how great this job is going to be of analyzing unem- 
ployment in small-size areas. In addition there are some further 
responsibilities in promoting training and retraining and in analyz- 
ing the skills, needs, and potentials of the various areas and additional 
staff would be necessary for that as well. 

That will give you a very rough idea of the dimensions of the in- 
crease so. far as we are concerned. 

Mr. Brown. Any other questions, gentlemen / 

Well, Mr. Larson, we are very glad to have you with us. You may 
be excused. 

Mr. Larson. Thank you. 

Mr. Brown. Mr. Clerk, call the next witness. 

The Crerx. The next witness, Mr. Chairman, is Mr. Richard L. 
Steiner, Deputy Commissioner for Urban Renewal of Housing and 
Home Finance Agency. 

Mr. Brown. Come around, Mr. Commissioner. 


STATEMENT OF RICHARD L. STEINER, DEPUTY COMMISSIONER, 
URBAN RENEWAL ADMINISTRATION, HOUSING AND HOME 
FINANCE AGENCY 


Mr. Srerner. Mr. Chairman, my name is Richard L. Steiner, and I 
am Deputy Commissioner of the Urban Renewal Administration in 
the Housing and Home Finance Agency. 

Mr. James W. Follin, who is Commissioner, regrets very much that 
he cannot be here this afternoon and asked me to appear on behalf 
of the Urban Renewal Administration. 

I have a statement which Mr. Follin prepared on this bill which 
with your permission, sir, I would like to read. 

Mr. Brown. You may proceed. 

Mr. Sretrner. H. R. 8555 includes three sectious which vest. addi- 
tional authority in the Housing and Home Finance Administrator in 
order to assist the industrial development of communities in areas 
of substantial and persistent unemployment. ‘These are sections 103, 
104, and 105 of the bill. 

Section 103 of H. R. 8555 provides for the amendment of title I of 
the Housing Act of 1949, as amended, by the addition of a new section, 
designated section 111. Under section 103 of the bill the financial 
assistance available under title I for urban renewal projects would be 
extended to local public agencies in areas of substantial and persistent 
unemployment without regard to certain requirements and restrictions 
imposed under the existing provisions of title I. The financial assist- 
ance available under title I may be extended, pursuant to section 103 
of H. R. 8555 to local public agencies only upon the certification by 
the Secretary of Commerce to the Housing and Home Finance Admin- 
istrator that (1) the local public agency is located in an area desig- 
nated by the Secretary of Labor as one of substantial and persistent 
unemployment and (2) that there is a reasonable probability that with 
assistance provided under the Area Assistance Act of 1956 and other 
undertakings, the area will be able to achieve lasting improvement in 
its economic development. 

Under section 105 of H. R. 8555 it is proposed to amend section 701 
of the Housing Act of 1954 so as to permit the making of planning 
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grants for urban planning to counties, cities and other municipalities 
having a population of 25,000 or more situated in areas designated by 
the Secretary of Labor as areas of substantial and persistent unem- 
ployment. In this statement I shall confine my remarks to sections 
103 and 105, the two sections which relate to the Urban Renewal 
Administration. 

As you know, the Housing and Home Finance Agency, through 
its Urban Renewal Administration, is administering a program of 
financial assistance to local communities for urban renewal projects 
and also, under section 701 of the Housing Act of 1954, a grant pro- 
gram for urban planning in certain areas. The urban renewal pro- 
gram involves the —s to authorized local public agencies of 
advances for surveys artd plans and loans and capital grants for the 
undertaking of urban renewal projects which may include slum clear- 
ance, urban redevelopment and rehabilitation in slum and blighted 
urban areas. The capital grant is in an amount not exceeding two- 
thirds of the so-called net project cost. In general, the net project 
cost is the difference between the gross project cost to the local public 
agency and the proceeds derived from the disposition of project land 
for redevelopment. The local public agency is te to provide 
at least one-third of the net project cost as a local grant-in-aid. The 
local grant-in-aid may be provided by the local public agency in the 
form of cash, the donation of land, project work or public facilities 
benefiting the project. No funds salen title I of the Housing Act of 
1949, as amended, are available for financing the actual redevelopment 
work, that is, construction of any buildings or improvements to 
buildings. 

Under the Federal law certain requirements are imposed respecting 
such Federal assistance, including requirements that the urban renewal! 
project be carried out pursuant to a locally developed and approved 
urban renewal plan conforming to a general or master plan of the 
locality and that redevelopment through private enterprise be em- 
phasized. 

A loan authorization of $1 billion outstanding at any one time and 
a capital grant authorization of $700 million are authorized under 
title I. On July 1, 1956, an additional $200 million of capital grant 
authorization will be available and a further increase of $100 million 
in the capital grant authorization may be effected through action by 
the President based upon findings of the Council of Economic Advisers. 

The urban planning assistance program as authorized under section 
701 of the Housing Act of 1954 permits the making of grants to cer- 
tain public planning agencies for urban planning in municipalities 
having a population under 25,000 and in metropolitan and regiona! 
areas. The present law includes an authorization of $5 million for 
such planning grants. 

In my judgment H. R. 8555, if enacted, will permit the provision of 
reasonable assistance to communities suffering substantial and _per- 
sistent unemployment. The role of the Urban Renewal Administra- 
tion in providing assistance to areas afflicted with substantial and 
persistent unemployment can be important and effective. The urban 
renewal program under title I may be utilized to facilitate the elim- 
ination of dilapidated and outmoded factory buildings and other in- 
dustrial structures which are vacant and unused and which stand 
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as symbols of deterioration in the economic life of the community. 
The urban renewal program under title I may also provide for the 
local community means for making available suitable cleared sites for 
modern employment-producing industrial and commercial structures 
and may ~~ the appearance and general attractiveness of the 
community, help to raise housing and neighborhood standards, and 
otherwise improve the community. Under section 103 of H. R. 8555, 
the special authority vested is confined solely to areas of substantial 
and persistent unemployment and the certification by the Secretary 
of Commerce constitutes a condition precedent to extending financial 
assistance to a local public agency under the proposed amendment of 
title I. It should, of course, be recognized that title I assistance with- 
out such certification may be provided to communities in any such 
area of substantial and persistent unemployment provided the re- 
quirements and conditions under the provisions of title I presently in 
force are imposed and observed. The purpose of section 103 of H. R. 
8555 is to eliminate certain of such requirements and conditions in the 
provision of title I assistance if the aforementioned certification of the 
Secretary of Commerce is procured. 

Among the requirements and conditions in the existing law which 
may be disregarded pursuant to section 103 of H. R. 8555 in providing 
title I assistance to local public agencies in areas of substantial and 
persistent unemployment, are the following: 

1. The requirement of section 110 (c) of title I that the project 
area be clearly predominantly residential in character or that it be 
redeveloped for predominantly residential uses. The elimination of 
this requirement will allow the local community greater flexibility in 
planning and achieving lasting improvement in its economic develop- 
ment in that, for example, a blighted commercial or industrial area 
in the community may be redeveloped, if the community so chooses, 
for commercial and industrial reuses. 

2. Financial assistance may be provided for any project involving a 
project area which includes primarily industrial or commercial struc- 
tures suitable for rehabilitation under the urban renewal plan. By 
eliminating any requirement respecting rehabilitation for residential 
purposes, local public agencies will thereby be free of rigid require- 
ments which otherwise would make it impracticable to rehabilitate 
structures for industrial and commercial uses. There is legislative 
history relating to the Housing Act of 1954 which indicates that re- 
habilitation in an urban renewal area should be intended primarily to 
improve housing. Accordingly the proposed amendment, if enacted, 
would make clear that in connection with such unemployment areas, 
assistance for rehabilitating commercial or industrial structures 
would be available notwithstanding any such limitation. 

3. The proposed amendment ies i ts authority permitting the dis- 
position of any land in the project area designated for industrial or 
commercial uses— 
to any public agency or nonprofit corporation for subsequent disposition as 
promptly as practicable by such public agency or corporation for the redevelop- 
ment of the land in accordance with the urban renewal plan. 

Under the existing law it is required that the purchaser or lessee of 
the project land covenant to commence the construction of the im- 
provements required under the urban renewal plan within a reason- 
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able time, and conveyances of such land are confined solely to actual 
redevelopers. The proposed amendment under section 103 of H. R. 
8555 will permit the conveyance of project land designated under 
the plan for industrial or commercial purposes to a public agency 
or nonprofit corporation in order that such public agency or non- 
profit corporation may later dispose of the land for redevelopment 
purposes. The objective of this proposed statutory provision is to 
allow local comn:..nities greater flexibility and more time for dis- 
posing of land planned for commercial and industrial uses in areas 
of substantial and persistent unemployment. It is believed that 
this relaxation of existing ‘requirements pertaining to land = dis- 
position is necessary in areas of substantial and persistent unem- 
ployment because adequate time must be allowed for inducing in- 
vestors to acquire land in areas of such character and to redevelop 
such land for commercial and industrial purposes. It will be noted 
that the provisions in H. R. 8555 covering this matter are suitably 
restricted to assure ultimate redevelopment and disposition of the 
project land at not less than its fair value for uses in accordance with 
the urban renewal plan. 

In subsection (e) of the proposed amendment to title I it is pro- 
vided that following the execution of any contract for financial assist- 
ance under the amendment with respect to any project, the powers 
vested under the amendment may be exercised by the Administrator 
until the completion of such project, notwithstanding that the area 
may no longer be an area of substantial and persistent unemployment. 

The urban planning assistance program authorized under section 
701 of the Housing Act of 1954 is amended by section 105 of H. R. 
8555 to permit the making of planning grants to counties, cities, and 
other municipalities having a population:of 25,000 or more. As the 
Jaw now is written no direct assistance‘is provided to counties, cities, 
and other municipalities and the indirect assistance which is provided 
to cities and other municipalities through certain planning agencies 
is confined solely to those under 25,000. The proposed amendment 
in H. R. 8555 broadens the type of public agencies eligible for such 
grants but requires that such local agencies be situated in areas of 
substantial and persistent unemployment as determined by the Secre- 
tary of Labor. 

In my judgment the resuscitation of an area of substantial and 
persistent unemployment necessitates -widespread community efforts 
and helpful cooperation on the part of the Federal Government. Such 
cooperation and Federal aid may be made more effective through 
the amendments proposed under H. R. 8555 of title I of the Housing 
Act of 1949, as amended, and section 701 of the Housing Act of 1954. 

Mr. Brown. Does that conclude your statement ? 

Mr. Srerner. Yes sir. 

I have one additional comment which I would like to make. 

The question has been raised as to whether the enactment of these 
omer amending the Housing Act of 1949 as amended and the 
Tousing Act of 1954, might jeopardize the funds authorized for the 
regular program of urban renewal and the regular program of urban 
planning assistance, whether these funds might be too depleted by 
the activity provided for in this bill. 

In that connection I would like to say that as explained in the 
statement, there will be another $200 million, already authorized by 
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the Congress, which automatically becomes available to the Urban 
Renewal Administration on next July 1 for urban renewal project 
erants. 

In addition to that there is a further $100 million which may be 
released, as indicated in this statement, by the President upon the 
advice and recommendation of the Council of Economic Advisers. 

We have felt and still would feel with the enactment of this present 
legislation that these funds will be adequate through fiscal year 1957. 
sv the time the next Congress comes back, it will be necessary for us 
to estimate and examine further need for authorization for capital 
erant funds for the entire program, and at that time we would be 
better equipped to determine the possible impact of this present legis- 
lation on our capital grant requirements for future years on past 
1957. 

I think there is no concern that needs to be felt at this time as to 
the adequacy of funds to carry us through 1957 and those funds are 
already authorized by Congress. 

Mr. Brown. This amendment would be carried out by your agency ¢ 

Mr. Srerner. Yes, sir. This essentially involves some rather slight 
adjustments to our regular program which would permit it to operate 
in the type of areas we have been talking about. 

Mr. Brown. Why do you want to place the amendment in this bill? 
Why don’t you place it in the renewal of FHA legislation ? 

Mr. Srerner. I think, sir, that was done because of special emphasis 
relative to these areas of persistent and substantial unemployment. 
Technically I presume it could be handled in either way. 

Mr. Brown. It looks to me like you have a lot in this bill here that 
goes to other agencies. 

Mr. Srerver. The urban renewal amendments are related to this 
program, I think. 

Mr. Brown. The FHA Act will have to be extended this year. 

Mr. Sterner. These particular amendments to the urban-renewal 
program are related to the area-assistance activity and the bill is 
drafted in such a way that title I projects would only operate in this 
way after a certification from the Secretary of Commerce. 

Mr. Brown. You expect to get your funds from slum clearance ? 

Mr. Srerner. Yes, sir. 

Mr. Brown.’ It looks to me like it should not be in this bill then. 

Mr. Sterner. I don’t quite follow the question, sir. 

Mr. Brown. I say it looks to me like it should not be in this bill if 
you expect to get your funds through slum clearance. 

Mr. Sreiner. | think the reason it is in this bill is that it is related 
to the findings of the Secretary of Labor as to substantial and per- 
sistent unemployment and the certification of the Secretary of Com- 
merce to the Housing and Home Finance Administration. 

Mr. Brown. You will take part of the funds from slum clearance 
then ¢ 

Mr. Steiner. We could do and are doing some projects which are 
significant in areas of this sort now. 

Mr. Brown. Why can’t you continue to do it? 

Mr. Sterner. These amendments would make an adjustment in the 
eligibility requirements. All projects that we now engage in have to 
have some housing significance. If this amendment were enacted it 
would be possible to go into an area that does not have housing sig- 
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nificance but which does have tremendous employment and industrial 
and business significance, areas of obsolete factories and commercial 
structures, to provide for their removal or rehabilitation and making 
the areas available for new commercial and industrial uses. Under 
the present program, we are restricted to areas which are now pre- 
dominantly residential in character or areas which will be redeveloped 
for predominantly residential uses, with the exception of an excep ion 
in the bill not to exceed 10 percent of our total program. Under this 
exception we may go into areas which are not predominantly residen- 
tial now, or which would not be predominantly residential in the 
future. But under that 10 percent exception there still is a relation- 
ship to housing significance, because there must be, according to the 
act, at least a substantial amount of housing which administratively 
we have determined at 20 percent. 

Mr. Brown. Is Mr. Cole in favor of this amendment? 

Mr. Srerner. Yes, sir. 

Mr. Brown. Are you sure of that? 

Mr. Sretner. Yes, sir. It is my understanding, sir, that these 
amendments have been cleared with the Bureau of the Budget and are 
favored by the Bureau of the Budget and that this entire bill is an 
administration bill. 

Mr. Brown. Well, you answered my question. I asked you if Mr. 
Cole favored it. 

Mr. Srerner. Yes, sir. 

Mr. Brown. Well, now, suppose you put up some kind of industry. 
What part do you pay for that? To what extent do you participate 
in that? 

Mr. Sretner. We would not pay for the construction of any new 
buildings or for any work done on the buildings. We would, through 
our program, finance the acquisition and demolition of obsolete build- 
ings and rearranging the street pattern and utilities in the area and 
making the land available for the construction of new factories. The 
actual construction of new factories would be financed through the 
aids available under this bill through the Department of Commerce. 

Mr. Brown. Suppose this factory did well. Would they ever pay 
you back? Would they reimburse you ? 

Mr. Srerner. The factory as I understand it would pay back the 
Department of Commerce for the loan which it obtained from them, 
but not the funds which are expended to get rid of and eliminate 
the old obsolete conditions. 

Mr. Brown. What part of the country do you expect to give this 
aid to? 

Mr. Srerner. I would say in any area where there is a surplus 
labor area, where there is persistent and substantial unemployment 
as defined in the act. 

Mr. Brown. Do you know the area now ? 

Mr. Srerver. A considerable list of cities was just read by the 
Under Secretary of Labor, and I presume that in some of those cities 
undoubtedly there would be situations of this sort. 

Mr. Brown. You haven’t given any study along that line? 

Mr. Srerver. We have not made a study as to which cities would 
come within the purview of this bill. We understand the Labor 
Department and the Commerce Department have made some studies 
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along that line. I think the Under Secretary of Labor just read us 
1 considerable list of cities which would come possibly within the 
purview of this bill. 

Mr. Brown. You don’t have any idea how much that would cost / 

Mr. Sterner. It is hard to say because a lot of the projects that 
might be done in those cities could ver y well be done under the exist- 
ing eligibility in title I. We are talking here only about areas in these 
cities Where housing is not predominant now or would not be pre- 
dominant afterward or where there is not now a substantial amount 
of housing but which should be cleared in order to strengthen the 
economic base of the communities. I can cite to you, sir, as an ex- 
ample, an area in Scranton, Pa., where the local people came to us 
and wanted to add to an urban renewal project an area in the middle 
of town where there had been an old coal mine, and where there were 
large piles of slack and other wastes that came out of the mine. ‘The 
community wanted to obtain that property, clear it, and put it to a 
modern, productive, economic use that would benefit the economic 
base of the community and provide employment opportunities. We 
were not able to do that in that particular case under our present 
restrictions. 

Mr. Brown. Don’t you think you should have a separate fund for 
these kind of buildings instead of using slum clearance funds? 

Mr. Sremer. It certainly could be a separate fund. I don’t know 
that we have any very strong feeling on that. I think we do feel that 
in the coming fiseal year—— 

Mr. Brown. It is liable to hinder slum clearance. 

Mr. Sterner. In the coming fiscal year 1 think we could handle it 
satisfactorily out of the fund presently authorized by Congress. 
At the end of that time, by the time we come back to Congress for 
authorizations for fiscal 1958 and subsequent years, we might have 
had some experience under this act and could then determine more 
accurately whether a separate fund should be asked for. 

Mr. Brown. Mr. Nicholson wants to be recognized. 

Mr. Nicnonuson, This is a slum clearance bill, isn’t it 

Mr. Srerner. Yes. These are two major sections in this bill pres- 
ently before us, which would constitute amendments to our 
housing legislation. 

Mr. Nicnoison, How much housing have you got authorized now ? 

Mr. Srerver. We have for urban renewal and slum clearance pur- 
poses, $1 billion of loan funds authorized, and 700 million of grant 
funds now available; also authorized by act of Congress is an additional 
200 million to become available automatically on this coming July 1, 
and an additional 100 million which can be released by the President 
pon recommendation by the Council of Economic Advisors. 

Mr. Nicuotson. We have passed bills and amendments to bills 
here the last 3 or 4 years saying that the Government ill so many 
houses this year—I forget what it is, 15 or something like that and 
they haven't built a house. 

Mr. Srerner. I think you are referring probably to public housing, 
which is handled by the Public Housing Administration rather than 
iy the Urban Renewal Administration, all of course, within the Hous- 

ing and Home Finance Agency. I was talking with the Commissioner 
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of the Public Housing Administration yesterday and it is my under- 
standing that this year they expect to use all of the authorization 
which was given to them by Congress for this year. I am not per- 
sonally and intimately connected with that program. 

Mr. Nicuoxtson. I suppose it is ietinaiels to build houses in these 
cities where there is no business. Is that it ? 

Mr. Srerner. That could be done under the existing law, sir. The 
specific proposal here relates to an area which is blighted and deteri- 
orated, but which is industrial and commercial in character rather than 
of residential slum character. Such an area could be cleared through 
assistance rendered to the locality by the Urban Renewal Administra- 
tion and that area could be made available by the locality for sale 
or lease to be used again for commercial and industrial purposes, for 
modern factories and modern plants and sources of employment. 

Mr. Nicuotson. So what you really want to do is to have the Gov- 
ernment go in business of establishing factories, and so forth? 

Mr. Sterner. The Urban Renewal Administration portion of this 
bill would involve the Government’s assisting localities in clearing or 
rehabilitating commercial and industrial areas to be used for commer- 
cial and industrial purposes on a modern basis. The Government 
would assist communities in getting rid of these old obsolete areas, such 
as, let’s say 3- and 4-story factory buildings, and these old coal mining 
areas in the middle of a town, like Scranton. We are told, for ex- 
ample, that not only are these old factories, say, 3- and 4-story factories 
in New England, unproductive taxwise and economically in the com- 
munity, but they also stand in the way of any modern growth or mod- 
ern renewal of the communities. Projects of this sort mean a great 
deal to communities which are in economically depressed areas. Only 
a few weeks ago, the mayor of Lawrence, Mass., for example, was in 
my Office. We are going ahead with a project in Lawrence, Mass., 
which we can because it meets the present eligibility requirements. 
The mayor of Lawrence is very enthusiastic about this project, not 
only because it is clearing up an obsolete area and making it available 
for new growth, but also because of the intangible psychological or 
morale factor that is involved in the community’s feeling that now a 
renewal, a rebirth, a recasting along modern, economic lines is coming 
about. 

Mr. Nicuotson. Lawrence is still a depressed area, isn’t it ? 

Mr. Srerner. Yes, sir. I believe it is. I shouldn’t answer cate- 
gorically. I believe it is. I don’t have the exact information. This 
particular project that we are doing there we are able to do under 
present eligibility requirements, but we could not, for example, go 
into a town like Lawrence or Lowell, into an area of old industrial 
buildings which are obsolete and maybe unused and help the local 
community to clear out those buildings and make the land available 
for modern industrial structures. 

Mr. Nicnorson. Of course, you know that they can’t sell their goods 
now in the dilapidated buildings they have got. Why should they 
want a new business building when there is no business to pay for it? 

Mr. Srerner. The answer to that is one of the reasons why urban 
renewal is tied into an area assistance bill. All these aids needed from 
the Federal Government to assist in a situation like Lawrence. There 
is a need for the Department of Commerce to be in there assisting in 
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the ways indicated here, and need perhaps for the Department of 
Labor to assist with some vocational retraining and otherwise just 
indicated by the Under Secretary of Labor. 

Mr. Nicuotson. I think Mr. Brown suggested that you have a 
special bill for this and not have it in a slum clearance or a public- 
housing proposition, 

Mr. Srerner. There certainly could be set up a separate monetary 
authorization for this type of project within the urban renewal pro- 
gram, if the Congress felt that that was the more proper way to do 
it. 1am certain that we in the Urban Renewal Administration would 
feel that was entirely proper, if it appeared better to do it that way. 

Mr. Brown. Dr. Talle? 

Mr. Tauie. Mr. Chairman, may I ask a rather comprehensive ques- 
tion on the hill? Since this bill does not put any limit on the amount 
or type of money loaned and grant funds that would be used for 
depressed areas—am I right so far? 

Mr. Srerner. Yes, sir. 

Mr. Tauie. Then the question: Would it not then be possible to use 
up all of title I financial assistance on depressed area projects? In 
other words, should there not be a limit on the use of such funds in 
depressed areas, say for instance, 10 percent, which would still 
yield $100 million of loan and grant funds, each one of them? 

Mr. Srertner. I would guess that we would not reach the $100 mil- 
lion figure within the time that we anticipate present capital grant 
authorizations would be committed, which is through to the end 
of fiseal 1957. I don’t think there would be any objection if the com- 
mittee felt that it was wiser to place such a 10-percent limitation. 
There is a limitation now which might possibly be operative indirect- 
ly, and that is a limitation of 10 percent per State. Now, that might 
possibly effectively limit the amount of this work that could be done 
in 2 or 3 States where there is a good deal of urban renewal activity 
and they conceivably might be getting near the 10 percent per State 
limitation. 

Mr. Tauixr. In other words, the possibility is there that it could 
all be used up at this moment, at least, you would not oppose a 
limitation ? 

Mr. Sterner. I would say that theoretically there is a possibility. 
I would think it would be most improbable and I don’t think that, 
as We envisage economic conditions in the near term, the purposes of 
the bill and the cooperation and participation of the Urban Renewal 
Administration would be curtailed if the committee felt that a limita- 
tion of 10 percent of total capital grant authorizations should be 
applied. 

Mr. Tattp. In other words, it is a point to which the committee 
could reasonably give attention. 

Mr. Srerner. Yes, sir. 

Mr. Tate. Secondly, since this contemplates the use of title I 
funds to improve sites for industrial uses, why should any grant 
funds be made available at all? In every case would not the industrial 
sites be worth more after redevelopment rather than less? 

In other words, the site would be written up in value rather than 
down, and hence there would be no necessity for the use of grants. 
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Mr. Srriner. I don’t think you can reach that conclusion, sir. That 


certainly might be true in some cases. For example, there has been t] 
one project that I know about done without Federal aid, that had 
an industrial significance, and only that one comes to my mind. That 
was a project in Pittsburgh which provided for expansion of the a 
Jones & Laughlin steel plant. There an urban renewal project was 
undertaken by the local agencies without any Federal assistance, with- 
out any public assistance funds, which was ‘fully self-liquidating, you i 
might say, fully self-sufficient. But I think in most cases the re- tl 
covery from the sale of the land would probably not equal the total cl 
cost of making the land available. The total cost, the gross project ni 
cost, as we call it, would involve the acquisition of the present real al 
estate, the cost of rearranging streets and utilities to the extent that u 
that was necessary to meet modern planning standards, interest and * 
carrying charges, administrative overhead and some other costs of t] 
that sort—demolition of the old structures, the old factories, or what- ki 
ever is on the land now. While in many cases the writedown or loss t] 
might not be very large, I think in most cases, ordinarily we would in 
expect that the recovery from the sale of the land, after preparation ve 
for use, would not fully repay the cost of doing the undertaking. us 
Again I ought to say, sir, that this should not be looked upon as hh 
in any way underwriting the new industry or in any way subsidizing ti) 
the new industry, because essentially what we are doing is preparing 
vacant land available for purchase by a new industry at the same aul 
kind of a price that a new industry could buy land, let’s say, out on st 
the edge of the city; the same price at which they could buy. a corn- 
field. What I think we are underwriting and what we are subsidiz- 
ing, if you want to use that term, is the “elimination, the getting rid M 
of the old obsolete deteriorated condition, which is blocking progress IS 
and which is blocking the rebirth of some of these communities. yy 
Some of these old factories in the center of some of these old commer- 
cial and industrial cities stand almost as mausoleums, as reminders t] 
of the past, and there is a psychological community morale factor lo 
here as well as the economic consideration. If they can be eliminated SC 
and the community can see that it is being reformed through its own ct 
local officials, its own local city planning board, so that it can go for- el 
ward in the present-day economic process to a new prosperity, T think 
the Federal Government will have made a very fine contribution to is 
these situations. re 
Mr. Ta.x.e. You no doubt are familiar with the development com- au 
missions, and so forth, that have been organized in several States Vi 
and also in cities. They are usually called development commissions lo 
or associations, and members of those city commissions in any event as 
subscribe money, pay it into the treasury of the commission, and they m 
acquire land which they can show to prospective industrial persons 07 
who come around to look for sites. That is done locally without any 
Government assistance. The two that I have in mind I know of per- th 
sonally, and I should add that they are not in depressed areas; but by 
that is a good attitude, isn’t it, for a city itself, for a State, to under- ) 
take a matter of this kind of loan and development without asking 1 
the Federal Government for any money? tl 
Mr. Srerver. Yes, sir; I certainly think so, and I know there are pi 





a number of such agencies and organizations around the country. | 
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think, if I understand the type of organization you are referring to, 
they are usually private rather than governmental. 

Mr. Tauie. They are private. 

Mr. Srerner. Yes, sir; subscribed to maybe by the banks or indus: 
trialists or otherwise in the particular locality. 

Mr. Tatie. And interested citizens in the community. 

Mr. Sterner. Yes, sir. In some cases development corporations of 
that sort are cooperating with us. The Federal Government, through 
the Urban Renewal Administration, makes available the money to 
clear out the old obsolete conditions, and the development commission 
makes available the money and the impetus to bring about the desir- 
able new development. I can think, for example, of such an organiza- 
tion in Cleveland. There is one in Cleveland that we are working 
very closely with now and bringing about some improvements there 
that everybody in Cleveland feels are of tremendous importance. I 
know Congressman Vanik of the committee has talked to me about 
that. He is very much interested in it. There is a similar organization 
in St. Louis that we are working very closely with. There is also a 
very good one, I believe, in Buffalo, N. Y., which is not working with 
us at this time, but which has talked with us about the possibility of 
how the program of the Urban Renewal Administration might comple- 
nent and supplement what they are doing. 

Mr. Taupe. If I may mention a specific case, in Dubuque, Iowa, in 
un election by more than 60 percent of the vote required for con- 
structive action, the people agreed to bond themselves. 

Mr. Srerner. To bond themselves? 

Mr. Tatie. To bond themselves for developing an island in the 
Mississippi River, and that development is under way. Construction 
is under way, and it will be a very fine industrial site. Water trans- 
portation is, of course, available at the island site. 

Now, I am wondering, how will those people feel, having bonded 
themselves and having agreed to pay the cost themselves, if some other 
locality is getting Federal money for doing something of the same 
sort? We may have some complications in policy when some local 
communities are doing it on their own account, and the Federal Gov- 
ernment is doing it in other areas. 

Mr. Srerner. Well, I think certainly, sir, the activity in Dubuque 
is most commendable. We find as we look at this business of urban 
renewal and economic development and strengthening of communities 
around the country that there are many different ways in which 
various communities are trying to do the job of strengthening their 
local situations, and certainly by no means would we in the Federal 
agency want to impose any particular pattern or any particular 
methods on any locality. We feel that each locality must figure out its 
own method. 

Now, it happens that most of the States have passed State laws so 
that localities can take advantage of the Federal funds administered 
by the Urban Renewal Administration. In some cases, localities have 
passed bond issues to do the thing entirely on their own, as you 
dicate. In other cases, localities have passed bond issues so that 
there would be local money available to do the job, together and in 
partnership with Federal money. Of course, in any case where a 
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Federal program goes in, there still must be one-third local participa- 
tion in meeting the grants or the net cost of the project. 

Mr. Tauxte. You would set up a test, then, which would be that unless 
the community is declared a depressed community, it could not have 
uny Federal grant. 

Mr. Sterner. No, sir; let me clarify my position on that. I would 
say that unless it is declared to be an area of persistent and substantial 
unemployment, as provided in this act, we would not make available 
Federal funds for the clearance of an industrial or commercial area 
to be redeveloped for commercial or industrial purposes. We would, 
in any localities, make funds available under the present eligibility 
requirements involving the characteristic of being predominantly 
residential, either before or after redevelopment, or having a substan- 
tial amount of housing before redevelopment. The special exceptions 
to this act would apply only to the area where the finding had been 
made by the Secretary of Labor and the certification made to the 
Housing and Home Finance Administration by the Secretary of 
Commerce. 

Mr. Tauix. The finger is pointed at persistent unemployment, then; 
isn’t it? 

Mr. Sterner. In this particular bill, I think the finger is pointed 
at those relatively few localities, as the Under Secretary of Labor 
just indicated, where unemployment appears to be persistent and 
chronic, even in times of very high prosperity nationally such as we 
now enjoy. 

Mr. Tauix. That is all, Mr. Chairman. 

Mr. Brown. Mr. Bass, do you have any question ? 

Mr. Bass. No questions. 

Mr. Brown. Are there any other questions ? 

(No response) 

Mr. Brown. Do you have anything else, Mr. Steiner? 

Mr. Sterner. No. That completes my testimony, sir, unless there 
are some further questions. 

Mr. Brown. We are vary glad to have your testimony. 

Mr. Srerner. Thank you very much for this opportunity to appear 
before the committee. 

Mr. Brown. I see that we have out there in the audience my good 
old friend, Mr. Seward. 

Mr. Seward, we are glad to have you. I have known Mr. Seward 
for many, many years, and he certainly has done a good job in his 
field of service. We are mighty glad to have you. 

I was not going to let you get away without asking you one or two 
questions. 

What credit requirements must the community meet to get a public 
works loan from you? 


STATEMENT OF PERE F. SEWARD, DEPUTY COMMISSIONER FOR 
COMMUNITY FACILITIES OF THE HOUSING AND HOME FINANCE 
AGENCY 


Mr. Sewarp. Mr. Chairman and gentlemen of the committee, this 
particular piece of legislation, Mr. Brown—and I will answer your 
question in just a moment—this particular piece of legislation that 
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you have under consideration makes reference to the priorities to be 
given in connection with public facility loans. 

~ T am Pere F. Seward, Deputy Commissioner of the Community 
‘acilities Administration of the Housing and Home Finance Agency. 

One of our functions is to administer the public facilities loan 
program as authorized by the Congress. This program is one through 
which the Federal Government finances by way of loan the construc- 
tion of needed public works in small communities. The legislation 
itself, as well as the legislative history of the bill, directs the Admin- 
istrator to give priority to the small communities. 

In the legislation which you gentlemen have before you for con- 
sideration it is proposed to amend the existing legislation to give first 
priority to projects in these so-called distressed areas, rather than 
to the smaller communities as presently authorized by the law. 

To make that change is a very simple operation, as far as we in 
the Community Facilities Administration are concerned. It is some- 
thing that we can very readily do. We can do it without any 
difficulty. 

Now, to get back 

Mr. Brown. Would you prefer to do it that way? Don’t you want 
to help these communities not financially able to help themselves ? 

Mr. Sewarp. Yes, sir; but this would not eliminate the other com- 
munities, Mr. Chairman; it would simply give first priority to pro- 
jects in the so-called distressed areas, and with the current 
authorization of moneys for this loan program, I don’t think that it 
will create a situation whereby other communities would fall far 
enough down the line not to get consideration, sir. 

You asked a question as to our financial requirements. 

Mr. Brown. Yes. 

Mr. Sewarp. The act under which we currently operate specifically 
states : 





All loans made under this section shall be of such sound value or so secured 
as reasonably to assure retirement or repayment. 

We have administered the program to date and are continuing to 
do so on that sort of a basis. We do not have in our portfolio any 
loans which we do not consider sound. The rate of interest that is 
charged by the Government on those loans is based on a 30-year 
maturity, 4144 percent on revenue bonds, 334 on general obligation 
bonds. 

The projects on which we have made loans, and the procedure that 
we are currently operating on is one which in our judgment assures 
those loans to be perfectly good, sir. 

Mr. Brown. Now, have you made a public-works loan to any com- 
munity in a depressed area ? 

Mr. Sewarp. No, sir. 

Mr. Brown. You have not? 

Mr. Sewarp. No, sir. The Administrator, Mr. Cole, has had that 
problem placed before him on several occasions, Mr. Chairman. He 
has been requested to reduce the interest rate to lengthen the term, 
and I won’t say requested to take less valuable securities—I don’t 
mean. that, but nevertheless to accept loans to aid in these distressed 
areas, Which are not of the quality that we would like to have. 
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Mr. Cole has consistently refused to go along on that sort of a 
basis for the simple reason that in each of the last several sessions 
of Congress there has been before the Congrees legislation to give 
special aid to these so-called distressed areas. The Congress has not 
seen fit up to the present time to approve legislation of that type and 
consequently Mr. Cole has taken the position that he could not let 
down the bars on the public facility loan program to meet those situa- 
tions until he had been specifically so authorized to do by the Congress. 

That is our position on the loan program, Mr. Chairman. 

Mr. Brown. Now, what will happen if a community in a depressed 
area does not have credit sufficient to qualify for a loan? 

Mr. Sewarp. I think it is very doubtful that it could be approved. 
This question has been discussed many times in connection with that 
sort of an operation. 

The community in this so-called distressed classification of course 
has had its credit very materially impaired. For them to come in 
with an application for a loan, on a municipal improvement of some 
kind, whether it be a water system, sewer system, or whatever it might 
be under which they propose to give security, either in the form of 
general obligation bonds which would probably be very difficult to 
vote in a community, or whether they are going to give revenue bonds, 
it raises a very serious question as to the ability of the community 
to finance it, in my opinion, from the standpoint of the repayment of 
the loan and the carrying of the interest on it. 

Mr. Brown. Dr. Talle, do you have any questions / 

Mr. Tair. I think not, Mr. Chairman, other than this: In the 
event that a community did vote a general obligation bond and failed 
to meet the obligation, would then the land become the property of 
the United States Government ? 

Mr. Sewarp. No, sir; it would simply be a general obligation, Mr. 
Talle, of the community. There is no grant involved in the public 
facility loan program. There is no title taken in any way. The Gov- 
ernment under our public facility loan program simply takes the 
securities of the local public body for the loan sir. We do not take 
title to anything. 

Mr. Tauuix. I misunderstood your statement. It is clear now. 

Thank you, Mr. Chairman. 

Mr. Brown. Mr. Seward; do you care to make any other comment 
on this bill? 

Mr. Sewarp. No, sir; that is all the comment that I have to make, 
Mr. Chairman. 

Mr. Brown. We are very glad to have you. Thank you very much 
for your testimony. 

Mr. Sewarp. Thank you very kindly, sir. 

Mr. Brown. Are there any other witnesses? 

The Cierk. That is all, Mr. Chairman. 

Mr. Brown. When do we meet again? 

The Crerx. We meet again at 10 o’clock, Wednesday, the 18th. 

Mr. Brown. The committee will now adjourn, to reconvene at 10 
o'clock, April 18. 

(Whereupon, at 4:05 p. m., the committee adjourned, to recon- 
vene at 10 a. m., Wednesday, April 18, 1956.) 
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WEDNESDAY, APRIL 18, 1956 


House or REpresENTATIVES, 
CoMMITTEF ON BANKING AND CURRENCY, 
New House Orrice Bui.pine, 
Washington, D. C. 

The committee met at 10:15 a. m., Hon. Brent Spence (chairman), 
presiding. 

Present: Chairman Spence and Messrs. Brown, Multer, Barrett 
and O’Hara; Mrs. Griffiths; Messrs. Vanik, Holland, Talle, Widnall, 
Betts, Mumma, and MeVey. 

The Carman. The committee will be in order. 

I understand that there will be a rollcall in the House shortly 
after 12 on the veto message of the President. We will have to be 
there, so we will proceed in order to save time, 

Mr. Clerk, call the first witness. 

The Crerx. The first witnesses, Mr. Chairman, are Mr. George 
Riley and Mr. Peter Henle, of the American Federation of Labor 


and Congress of Industrial Organizations. 

The CHarmman. You may proceed, Mr. Riley. 

Do you have a written statement? You may continue without 
interruption, if you care to. 


STATEMENTS OF GEORGE D. RILEY, LEGISLATIVE REPRESENTA- 
TIVE, AND PETER HENLE, ASSISTANT DIRECTOR OF RESEARCH, 
AFL-CIO 


Mr. Ritey. Mr. Chairman, Mr. Henle, who is in our research de- 
partment, is present today, and I would appreciate it if you will in- 
dulge him at the end of my own remarks. 

Mr. Chairman, my name is George D. Riley. I am legislative rep- 
resentative for the American Federation of Labor and Congress of 
Industrial Organizations. 

President Meany is so completely interested in this problem that 
in view of the fact that he was unable to come here this morning, 
he provided us with a letter which we will appreciate having inserted 
inthe record. If I may read it, it is as follows: 

Hon. Brent SPENCE, 
Chairman, House Banking and Currency Committee, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN SPENCE: I appreciate your kind invitation to appear in 
person to testify before your committee regarding proposed legislation to 
alleviate the hardship experienced in various distressed areas throughout the 
country. Unfortunately, I find it impossible within the limits of my schedule to 
appear in person regarding this legislation. I am, therefore, designating George 
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Riley, legislative representative, and Peter Henle, assistant director of re- | 


search, to present the views of the AFL and CIO to your committee. 


I want to assure you, however, of my personal interest in the proposed legis- 
lation. For several years it has been clear that today’s prosperity has not © 


been fully shared in many sections of the Nation. While community groups 
have proved helpful in reducing unemployment in some distressed localities, 
the problem today is still as serious as it has ever been. Only action by the 
Federal Government can provide the effective leadership for attracting new 
industry to these distressed localities. 

The AFL-CIO has given this problem long and considered study. We have 
specific recommendations regarding the type of legislation that we believe 
would prove most effective to meet this difficult problem. 

We are heartened, however, to find that the leading representatives of both 
political parties are agreed that congressional action is needed at the present 
time. I sincerely hope that your committee will approve workable and effective 
legislation as promptly as possible so that the needed Federal program can be 
authorized at this session of Congress. 

Sineerely yours, 
GEORGE MEANY, President. 

Mr. Chairman, if I may proceed now in order with my own remarks. 

Mr. Chairman and members of the committee, it is a great pleasure 
to appear before you today to discuss the several bills before this 
committee, all of which seek to aid areas suffering from substantial 
and persistent unemployment. 

It is a matter of deep concern to us that so many areas of substantial 
unemployment persist in spite of the general prosperity which is 
being enjoyed by the Nation as a whole. Hundreds of thousands of 
trade union members and their families, not only in textile, coal min- 
ing and railroad centers, but in many other places as well, are directly 
and often tragically affected. 

According to the United States Department of Labor, 19 major 
labor market areas in the United States are still confronted with a 
substantial labor surplus, that is, unemployment in these communities 
exceeds 6 percent. In addition, there are also 65 smaller labor market 
areas which are recorded as suffering a substantial labor surplus. 
Doubtless, this list would be even longer if regular reports were avail- 
able from all of the smaller labor market areas throughout the country. 

For a 1956, the total number of these areas, large and small, 
is shockingly great. Furthermore, they can be found in more than 
half of the States throughout the Nation. What is even worse, in 
many localities unemployment is now chronic. 

If the depressed areas were few in number, or if their distress were 
of short duration and automatically self-liquidating, the problem 
surely would merit little national concern. Unfortunately, this is not 
the case. 

Sixteen major labor market areas have been on the substantial labor 
surplus list for 2 years or more and in some of them the jobless total 
even today exceeds 9 percent and even 12 percent of the entire labor 
force. Seven major areas have been on the list continually since 
July 1954, when regular surveys commenced. In addition, perhaps 
one-half of the smaller substantial labor surplus areas could be labeled 
as depressed since unemployment has exceeded 6 percent on every 
occasion that official surveys of them were reported. 

In an earlier period of unemployment it was generally associated 
with the gradual decline of an area in which the depletion of minerals 
and other resources were occurring. Generally, the community was 
forewarned of impending unemployment by the visible exhaustion of 
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these resources. Besides, the affected populations were generally 
small and transient. 

In modern times, however, technological innovations, shifting 
product demands and markets, and the blatant pirating of plants, as 
well as raw material depletion, often lead to sudden shutdowns or 
drastic reductions in operations on which an entire community had 
depended for its livelihood. 

I shall not burden this record with the story of human distress and 
of economic loss which follows. The grim picture has already been 
portrayed to this subcommittee by witnesses from a score of blighted 
communities. 

Today’s chronically distressed area is generally no jerry-built, 
frontier-type outpost. It is an established city of homes, churches, 
schools, hospitals, commercial structures and all of the other private 
and public facilities essential to urban living. For years, and some- 
times generations, families have lived and worked there and invested 
their savings to create a modern community. 

The continuous surplus labor problem of Lawrence, Terre Haute, 
Scranton, Charleston, Duluth, Wilkes-Barre, and Providence, and of 
substantially smaller communities, just can’t be solved by telling the 
jobless to “pack up and move on.” Not only the displaced wage earn- 
ers, but doctors, schoolteachers, and storekeepers, as well, have roots 
that run deep in their home environments. A mass exodus is surely 
not a feasible answer. 

Even apart from the problem of human misery which must touch 
the heart and conscience of every American who visits these dis- 
tressed communities, there are attendant economic and social costs 
which the Nation can ill afford. 

There is the loss to America of hundreds of millions of dollars of 
goods and services which these idle people and idle communities could 
create, but do not. 

There is the tremendous social cost of maintaining entire areas in 
semijoblessness, 

There is the loss to our national security, which surely requires the 
preservation and dispersal of all our production resources, in de- 
teriorating communities and the wasting away of the work skills of 
the people who inhabit them. 

Sarely, the task of restoring our depressed areas to a state of eco- 
nomic health is not alone a local problem or a responsibility. All of us 
have a stake in the outcome. The cooperation and teamwork of 
the entire Nation are essential if this malignant growth is to be 
eradicated. 

In the face of the magnitude and persistency of the area distress 
problem, few leaders in public life now declare that nothing should 
be done, although in earlier times it may have been fashionable for the 
callous and comfortably situated to support the doctrine that the job- 
less should move or starve. 

In 1956, however, our more public relations conscious exponents of 
laissez-faire often admit that a problem does, indeed, exist. But, then 
they hastily add, and you have certainly heard them or you will, that 
the hometown folks, if energetic, are perfectly able to cope with the 
problem themselves. 

This is the recurring theme of a recent Chamber of Commerce docu- 
ment called Getting and Holding Good Employers, which abhors all 
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aid from Washington, with a few exceptions. It is reiterated again 
and again in newspapers and magazine articles that glorify these 
so-called local bootstrap operations which are launched in the stricken 
areas in an effort to restore employment. According to these enthu- 
silastic accounts, these efforts are always successful and, therefore, the 
panacea. 

All of these valiant local undertakings are good and must be en- 
couraged ; the drive for economic recovery must always begin at home. 

Too often, though, closer scrutiny has revealed that the results are 
far from adequate. Expert testimony before this subcommittee and 
the Joint Committee on the Economic Report, in the course of its 
recent hearings on low-income families, have dramatically demon- 
strated this fact. Generally, the new jobs are far fewer than are 
needed. Too often the displaced workers, particularly those middle- 
aged or older, are unhappily not the ones selected for the new jobs. 
And, in too many cases, wage rates paid by the new employers are 
shockingly below those that originally prevailed. 

The local redevelopment efforts of Lowell, Lawrence, Scranton, and 
Wilkes-Barre, for example, are among the ones most fulsomely praised 
and publicized. Certainly, these local undertakings are commendable, 
and organized labor is proud of its participation in them. Neverthe- 
less, in every successive survey, year after year, they still show up on 
the substantial labor surplus list. 

This sad fact suggests and it is becoming more widely recognized, 
that more than a local effort is required. 

Back in 1952, Candidate Eisenhower seemed to voice an awareness 
of the need for Federal aid when he promised assistance to the hard- 
pressed people of Lawrence. In the years since then, nonetheless, no 
adequate Federal program has been undertaken. 

Although even as recently as a year ago the President’s Economic 
Report gave particular emphasis to the local citizens’ responsibility to 
meet the distressed area problem, his 1956 report more realistically 
states that “the fate of distressed communities is a matter of national 
as well as local concern.” We welcome and applaud this new and 
broader view; we are, moreover, pleased that an administration meas- 
ure reflecting this broader view and entitled “The Area Assistance Act 
of 1956” has now been introduced. 

While an awareness of the need for help is constructive to our cause, 
knowledge of the specific kinds of Federal help needed now has been 
crystallized. The hearings of the subcommittee have helped tremen- 
dously in this respect. 

In the first place, it must be recognized that while most local govern 
ments face difficult financial problems, the situation is particularly dif- 
ficult in areas of persistent unemployment. With payrolls reduced 
and property values deteriorating local tax revenue and local credit 
are severely strained. Yet, it is precisely in these areas that money is 
most urgently needed, to feed the jobless, to maintain public services, 
and to initiate community rehabilitation. 

It is also important to bear in mind that most States, and particu- 
larly those burdened with many distressed areas, likewise face grave 
financial difficulties. Since World War II the expenditures of State 
governments have more than doubled and their indebtedness has 
increased even faster. 
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Clearly, Federal financial aid in the form of grants and loans is 
needed; but, this alone is not the answer. Adequate technical assist+ 
ance to help distressed areas evaluate their local resources and eco- 
nomic potentialities, aid in retraining displaced workers, Federal tax 
incentives to attract new industry, and a greater effort to direct Gov- 
ernment procurement to the plants already located in these communi- 
ties; all of these are constructive and indispensable aspects of a con- 
certed overall attack on the problem of local blight. 

An effective Federal program, therefore, must be broadly conceived, 
fully coordinated, and must provide a diversity of special, yet inter- 
related aids. 

The jobless must be provided decent family assistance. Often they 
must be retrained if they are to obtain new employment. Help must 
also be provided for those who voluntarily seek to outmigrate when 
jobs elsewhere are available. 

The local government must have help in planning and financing 
essential public facilities, like roads, water, and sewerage systems, and 
industrial parks, if new private enterprises are to be attracted and 
existing ones are to be held and expanded. 

Finally, construction loans, tax amortization benefits, and Govern- 
ment procurement priorities are also vital in order to attract sufficient 
qualified employers to areas of prolonged distress. Many of these 
types of aid to business, to local governments, and to needy individuals, 
are already provided by existing Federal programs. Now, specific 
responsibility must be assigned to one Federal agency to coordinate 
usable parts of all these programs which, with the addition of a few 
special aids, will create an overall and integrated Federal program to 
assist the chronically distressed communities. 

Is this not, indeed, the Federal commitment which the Congress 
declared must be fulfilled when it said in the Employment Act of 1946: 

It is the continuing policy and responsibility of the Federal Government * * * 
with the assistane and cooperation of industry, agriulture, labor, and State and 
local governments, to coordinate and utilize all of its plans, functions, and re- 
soures for the purpose of creating and maintaining * * * maximum employment. 

It is our view that this commitment applies to the misfortune of 
local unemployment quite as fully as it does to unemployment which 
is nation wide in scope. 

We are heartened to find that the President as well as important 
congressional leaders agree with this general analysis, for they have 
endorsed a program of providing Federal assistance to these depressed 
areas. 

As the executive council of the AFL-CIO noted in a special state- 
ment on this problem. 

It is enouraging to find the leadership of both the Republican and the Demo- 
ratic Parties pledged to an effort in this session of the Congress to aid the many 
areas throughout the United States which still suffer from chronic unemployment. 

A large number of Members of Congress from all parts of the 
country have introduced legislation dealing with this problem. One 
croup of bills, exemplified by H. R. 8555, present the program en- 
dorsed by the executive departments. Also before this committee is 
H. R. 10472, introduced by Congressman Gray and H. R. 10443, intro- 
duced by Congressman Thompson. These two bills include two un- 
fortunately conflicting titles. Title I represents the administration 
bill, while title II represents practically all the features of the bill 
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that was introduced by Senator Douglas and on which hearings have 
been held by the Senate Committee on Labor and Public Welfare. 
Omitted from title II are the sections concerning tax legislation which 
if they were included would have required the bill to be referred to the 
House Ways and Means Committee. 

For the sake of completeness in our presentation, we wish to discuss 
all the issues raised by these bills, including various aspects of the 
tax problem, even though the tax features of this legislation are not 
before this committee. It would be our hope, however, that tax fea- 
tures could be incorporated at some phase of the legislative process. 

The general position we wish to bring before this committee is one 
of support for the purposes of the administration bill, H. R. 8555, but 
to emphasize in our opinion that title II of the Gray bill holds forth 
greater promise of an effective, practical program of Federal assist- 
ance. We would hope, however, that this committee would take action 
that would incorporate the best features of both types of bills in one 
piece of legislation. 

The following are a few of the major issues that arise in any con- 
sideration of the administration bill and title IT of the Gray-Thomp- 
son bills (for convenience we shall refer only to the Gray bill, meaning 
title II of both the Thompson and Gray bills). 


1. CONSTRUCTION LOANS 


Whereas the Gray bill would authorize $100 million in Federal funds 
for this purpose, only $50 million is provided in the administration 
bill. But, why only $50 million ? 

The contsruction loan proposal of the Gray bill is not only twice 
the size of that suggested in the administration bill, but it is also more 
flexible since it would lend up to two-thirds of construction costs for 
as long as 40 years. The administration bill, on the other hand, would 
restrict Federal loans to a maximum of 20 years and provide a maxi- 
mum of 25 percent of costs, which we deem is far too low in the face of 
the urgency of the need and the special and complex financial prob- 
lems of many areas that need help. Furthermore, the restrictive pro- 
vision in the administration bill that 15 percent of the cost must be 
supplied by the State or a local development organization is danger- 
ously and discouragingly inflexible. 


2. AID TO IMPROVE PUBLIC FACILITIES 


The Gray bill would also authorize $100 million in Federal loans or 
grants for the construction of urgently needed public facilities. No 
similar aid is provided in the administration bill. The latter would 
simply give these areas a priority in the use of urban renewal funds 
now authorized under programs of the Housing and Home Finance 
Agency. While it is desirable that the activities of this Agency be 
fully geared to the needs of depressed areas, there is some question 
whether this source of aid is sufficient to provide many of the imme- 
diately needed public facilities that must supplement plant construc- 
tion if industry is to be attracted to distressed areas. 
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3. PROCUREMENT 


While the Gray bill seeks to provide additional employment in 
distressed areas by further gearing procurement policies to achieve 
that purpose, the administration bill ignores the potential aid that 
can come from this source. 

Today, the Federal Government makes contracts for billions of 
dollars worth of goods and services. Surely, far more can and must 
be done to help aid distressed areas through procurement, without 
undermining the economy objectives of the Federal Government. We 
think that at the very least, the bill should require special reports 
from Government procurement authorities, indicating the progress 
that has been made in placing government contracts in areas of labor 
surplus. 


4. SURPLUS FOOD DISTRIBUTION 


While the Gray bill would undertake to aid hungry people in 
distressed areas by improving the procedures under which surplus 
Federal commodities are processed and distributed, the administration 
bill is silent on this important aspect of the program. 


5. VOCATIONAL RETRAINING AND EXTENDED UNEMPLOYMENT 
COMPENSATION PAYMENTS 


Although the administration expresses support for vocational train- 
ing for displaced workers, it makes no provision for economic support 
for the unemployed trainees during the period of retraining. The 
Gray bill, on the other hand, would provide supplemental unemploy- 
ment compensation benefits, the cost to be borne by the Federal 
(;overnment. 


6. ACCELERATED TAX AMORTIZATION 


Experts on the distressed area problem like Alfred C. Neal, first 
vice president of the Federal Reserve Bank of Boston and many 
others, have urged that the fast writeoff principle be extended to 
encourage new investments in these localities. This form of stimulus, 
now confined to the construction of defense related enterprises, would 
provide an inducement to employers to locate or expand in areas of 
prolonged labor surplus. We urge the Congress to include this specific 
incentive for new firms to locate in these distressed areas. 


7. IMPEDIMENTS TO ACTION 


We share the belief that all State and local governments should 
exert maximum initiative to help eradicate their own areas of distress. 

If action is to be forthcoming quickly, however, there is danger in 
the-provision of the administration bill that all local loan applications 
must be processed through State authorities. Like its inflexible pro- 
vision requiring State and local matching funds in the case of con- 
struction loans, this kind of stringent requirement can only militate 
against the successful implementation of the program. 

Realism faces us to note that many States cannot, or will not, act 
quickly enough to fulfill the requirements of the administration, and 
thus to initiate the aids intended. Consequently, the administration’s 
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emphasis on maximizing State responsibility and minimizing that of 
the Federal Government, no matter how sound phlosophically, can 
only result in impeding the inauguration of effective aid to local areas 
in many States. 


8. AN INDEPENDENT AGENCY IS DESIRABLE 


We are unalterably opposed to the administration’s effort to place, 
or rather misplace, a depressed area program in the Department of 
Commerce. In the first instance, this Department is only one of many 
departments and agencies whose programs and activities must be co- 
ordinated in order to stimulate an effective program of local area 
development. 

Moreover, we do not believe that the administration of a program 
especially directed toward developing increased employment oppor- 
tunities for unemployed workers should be vested in the hands of a 
business-minded agency. 

We most emphatically believe, therefore, that the proposal of the 
Gray bill for an independent agency to coordinate and administer the 
Federal program is more desirable from every point of view. 

The American Federation of Labor and Congress of Industrial 
Organizations is confident that an outstanding bill to help our dis- 
tressed areas will emerge from these hearings and the deliberations of 
this committee. 

In conclusion, let us urge the cooperation of both parties to bring 
to final enactment an adequate Federal program to aid our depressed 
areas. 

As the executive council of the AFL-CIO said: 

This undertaking is a pledge of both parties to th people of the United States; 
its fulfilment now is essential to the national welfare. 

That ends the quote, Mr. Chairman, and it ends my remarks. 

If you would please indulge Mr. Henle, we would appreciate it. 

The Cuarrman. Thank you, Mr. Riley. 

I am going to place the committee under the 5-minute rule so the 
members will have a chance to interrogate the witnesses. 

Mr. Ruzy. Mr. Chairman, Mr. Henle would like to make his state- 
ment before questions are asked. 

The CuHarrman. Has Mr. Henle a statement, too? 

Mr. Riney. A brief statement, Mr. Chairman. 

The CuarrmMan. We will have him read his statement, too, before 
we interrogate. 

Mr. Hente. Thank you, Mr. Chairman. 

This is only a brief statement to cover some of the more technical 
points in the legislation. I merely wish to supplement Mr. Riley’s 
testimony by bringing to your attention a few of the other issues which 
the AFL-CIO feels must be considered in the pending legislation. 

The first point is the question of eligibility. 

We feel it is particularly important that the definition of a chron- 
ically distressed area not prove too restrictive and thus prevent aid 
to certain areas with heavy unemployment. On this question the 
criteria of title IT of the Gray bill appear more restrictive than those 
in the administration measure. Under title II of the Gray bill, Fed- 
eral aid would be available only to areas in which either 9 percent of 
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the labor force has been unemployed for at least 18 months, or at least 
6 percent for at least 3 years. This rigorous criteria would exclude 
all present major substantial labor surplus areas except 5 or possibly 6. 

The administration bill defines “an area of substantial and per- 
sistent unemployment” as one in which the unemployment rate is 
currently 8 percent or more and has been at least this figure “for the 
major portion of each of the preceding 2 years.” In his testimony 
before this committee, the Under Secretary of Labor estimated that 
hy this criteria 6 major areas would certainly qualify, while 5 others 
might also meet this test. In addition, perhaps 30 smaller areas would 
also be eligible. 

It is not our desire to propose a precise formula to the committee, 
but merely to bring the problem of flexibility and adequacy of area 
coverage to its attention. 

One approach that has been proposed would allow the Adminis- 
trator to establish in which specific areas Federal aid should be 
eranted, but require him to make the selection on the basis of criteria 
clearly stated in the law. 

The criteria might be: 

1. That the area has suffered persistent and substantial unemploy- 
ment. 

2». That the area is now classified as suffering from a substantial 
labor surplus. 

3. That the outlook indicates a continuation of the present condi- 
tion within the area. 

We offer these criteria to the committee for such action as they 
might deem appropriate. 


NATIONAL ADVISORY COMMITTEE 


[t is our view that the bill should provide for the selection of a 
National Advisory Committee, including representatives of manage- 
ment and labor, with whom the Federal Administrator would consult 
at least twice each year in order to report progress and to discuss 
problems related to the administration of the Federal program. 


RUNAWAY SHOPS 


Both types of bills before the committee include provisions which 
would deny Federal assistance to firms settling into a depressed com- 
munity by moving their plant from another area. 

The administration bill states that financial assistance shall not be 
extended— 
to assist establishments relocating from one area to another when such assistance 
will result in substantial detriment to the area of original location by increasing 
unemployment. 

The Gray bill provides (sec. 207 (A) (4)) that before granting a 
loan the Administrator must make certain that— 
the construction of the new plant or facility will not result in attracting to the 
depressed area in which such plant or facility is to be located an industry which 
is presently located in a depressed area, or which is presently located in an 


area that would, if the industry were induced to relocate in the area in which 
the plant or facility is to be located, become a depressed area. 


76350—56——_-& 
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However, we feel that neither of these provisions is adequate. It 
is our view that an absolute prohibition should be placed on Federal 
assistance to firms that would move from another location to the 
depressed community. We feel that it is dangerous to use a Federal 
assistance program that would in effect provide a subsidy for firms 
to relocate from one section or region of the country to another. We 
believe that America’s economy is expanding sufficiently so ‘hat a 
Federal assistance program can prove successful by attracting new 
firms and branch plants of existing firms to these depressed areas. 
We see no need to run the risk of creating new depressed areas by 
encouraging firms to move from one location to another. 


FEDERAL-LOCAL RELATIONS 


In many labor market areas the problem of chronic unemployment 
involves a large, contiguous area involving more than one local roliti- 
cal subdivision. It seems desirable, therefore, that the bill shovld be 
sufficiently flexible to allow the Federal Government to coo»erate 
effectively with local committees that may represent the ci*°z-s of 
several local political subdivisions, as well as a single one. 

It is also our view that the bill should include language requiring 
that the local committees with which the Federal Governmen deals 
be broadly representative of all major economic groups in the ares 


SUPPLEMENTARY UNEMPLOYMENT COMPENSATION 


The proposal in title II of the Gray bill dealing with supplemental 
unemployment compensation for unemployed workers undereoing 
vocational retraining should be broadened. We believe that this aid 
should be available to any person involuntarily unemployed and seek- 
ing work whether or not that person meets the technical qualifca‘ions 
of existing State unemployment compensation benefit laws. Ve also 
recommend that benefits be provided for a total of 39 weeks, includ- 
ing the weeks allowed under State compensation laws. 


DAVIS-BACON ACT 


The bill should specifically require the application of the provisions 
of the Davis-Bacon Act to all construction financed with Federal aid 
as a consequence of enactment of the bill. 

Thank you, Mr. Chairman. 

The Cuatrman. Thank you, Mr. Henle. 

I am going to ask the committee to abide by the 5-minute rule. I 
am not going to time the members. I hope they will comply with that, 
when another member yields. 

I will call on Mr. Brown. 

Mr. Brown. I will pass, Mr. Chairman. 

The Cuarrman. Mr. Betts? 

Mr. Berts. I understand the Department of Commerce already has 
a distressed-area bureau. Isn’t that correct? 

Mr. Hente. They have a division of the Department which deals 
with the problem of area development, but this section in the De- 
partment is not directly concerned simply with the problems of de- 
pressed communities. This section of the Commerce Department will 
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furnish aid in development work to any community in the United 
States, regardless of its unemployment status. In other words, it is 
a broader thing. It does not simply cover the depressed-area problem. 

Mr. Berrts. The reason I asked that, it seems to me if we are going 
to set up an agency, it ought to be in a department that has already 
had some experience. 

I notice in your statement you thought that ought not to be the 
Department of Commerce, because it might be a business-minded 
agency. 

It seems to me if we are going to deal with the problem of business 
in distressed areas, we certainly ought to have a business-minded 
agency. 

Mr. Hentz. There are plenty of ways in which other departments 
of the Government deal with business. It was our thought that, 
although the Commerce Department has had some—some of the Com- 
merce Department’s functions have dealt with the problems involved 
in depressed communities, this is also true of the Labor Department, 
which operates its unemployment insurance program and does spe- 
cial labor-market work for unemployed workers in these areas. 

It is also true, for example, of the Housing Agency. That has a 
housing problem involved in these areas. 

It was our feeling that only by establishing a special administrator 
to coordinate these activities would you obtain maximum effective- 
ness in the operation of this program. 

Mr. Betts. Then I understand you simply have in mind one ad- 
ministrator, coordinating the work in the Department of Commerce 
and the Department of Labor and the Housing Administration, and 
not setting up a separate bureau to execute this law itself. 

Mr. Hentz. That is right. It would be a minimum type of admin- 
istrative agency. I think the administrator would need a small staff, 
but I personally would visualize something not more than 25 or 50 
or something of that sort, not a big program. You would maintain 
the coordinate activities in the departments where they now are. 

Mr. Berrs. You would contemplate the Department of Commerce 
still retaining this Area Development Bureau that it has at present ; 
is that right? 

Mr. Hentz. That isright. They would carry on as at present their 
work of helping developmental activities, but 1 am sure that they 
would want to continue to provide this assistance, not only to de- 
pressed areas but to other areas as well. 

Mr. Berrts. I just think it is important that the committee know 
the mechanics you have in mind. After all, that is going to be one 
of the most important parts of the bill. 

_ Hr. Henie. We are glad to clarify this point. We do feel it is an 
important one. 

Mr. Berrs. That is all, Mr. Chairman. 

The Cuarrman. Mr. Barrett? 

Mr. Barretr. No questions, Mr. Chairman. 

The Cuarrman. Mr. Mumma? 

Mr. Mumma. Wouldn’t the Commerce Department have most of 
these activities? I notice you come around to the fast writeoff. The 
Commerce Department handles that, don’t they ? 
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Mr. Hen e. I think at the present time the writeoff problem is han- 
dled largely through the Office of Defense Mobilization. The final 
authority on the defense writeoffs is given by Arthur Flemming. 

Mr. Mumma. They are in sympathy with the proposition; they 
work with the proposition, don’t they ? 

Mr. Hente. Yes, they work with the Commerce Department. 

Mr. Mumma. Do you know much about the unemployment situation 
in Pennsylvania / 

Mr. Henue. I am not from Pennsylvania. I can say I am simply 
familiar with the figures. 

Mr. Mumma. Mr. Kennedy will talk more about that ? 

Mr. Ritey. That is right. 

In fact, Mr. Chairman I was at the regional hearing at Wilkes- 
Barre, where Mr. Kennedy was a witness, and I think I heard voiced 


then quite a bit of the story of what is happening in that region in 
eastern Pennsylvania. 


Mr. Mumma. That is all. 

The Cuamman. Mr. O’Hara. 

Mr. O’Hara. Do I understand that you approve of the general prin- 
ciple of this proposed legislation ¢ 

Mr. Ritey. The general principle, yes. 

Mr. O’Hara. But you are concerned, as are a number of us on this 
committee, that the program should not result in the relovation of 
factories from one section where the wage structure is good, to 
another section where it is on a lower plane ¢ 

Mr. Ritry. That is right. We don’t favor a type of movement of 
that sort, where it is plainly visible that the movement is because of 
getting into a low-wage area and therefore perpetuating that sort of 
thing, or getting a tax advantage over some other competitors in that 
region or for whatever reason. We have gone into that subject rather 
fully. That is why we are aware of it and want to make it part of 
this presentation. 

Mr. O’Hara. Youare making recommendations that will strengthen 
the legislation against that danger ? 

Mr. Ritxy. Yes,sir. That is built into this proposal we are making 
vere. 

Mr. O'Hara. I am in agreement with the general principle of the 
bill, but before I could vote for it, I would want to “4 sure that we 
are completely eliminating or certainly minimizing to the greatest 
extent any danger of encouraging and aiding relocations to bring 
down wages. 

Mr. Riney. We are certainly aware that is the problem. 

Mr. O'Hara. Thank you. 

The CuarrMan. Mr, MeVey. 

Mr. McVey. Thank you, Mr. Chairman. 

I gather from Mr. Riley’s remarks that he feels the amount of 
money set up in this bill is quite insufficient. I think, Mr. Henle, in 
your statement you didn’t mention that. 

Mr. Hentp. I was only touching on some of the issues Mr. Riley 
had not dealt with. 

We do feel that the amount of money which is included as title II 
of the Gray bill is a more adequate sum to get this program going 
than the sum that is included in H. R. 8555. 
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Mr. McVey. I find something over a hundred million dollars set 
aside in this bill. 

Mr. Hentz. My understanding is in H. R. 8555 the amount is $50 
million, and it is a hundred million in the Gray bill for loans and a 
hundred million for assistance in terms of public facilities. 

Mr. McVey. I notice the sum of $50 million mentioned twice. 
Perhaps reference is made to the same expenditure twice. It does 
mention the sum of $50 million twice. 

Mr. Ritey. Are you looking on any particular page, Mr. McVey ? 

Mr. McVey. The part in which you discuss H. R. 8555. 

Mr. Ritey. I thought you were looking at the page number in the 
bill. 

Mr. Hen te. I think that the answer to these figures is that in the 
administration proposal it is $50 for loans, and at the same time, under 
another section, there is a fund to be established in the Treasury of 
the United States of not more than $50 million, but I think that is the 
same money. In other words, the loans come out of the fund, so that 
although $50 is mentioned twice, it is the same $50 million. 

Mr., McVey. I am interested in this financial aspect of program. 
It seems to me if we can spend so much money abroad to help depressed 
xreas in other parts of the world, we can’t be too restricted here at 
home. That is why I have raised the question. 

Mr. Ritey. We are responsive to that expression ourselves, Mr. 
Chairman. 

Mr. McVey. Thank you, Mr. Chairman. 

The Cuatrman. Mrs. Griffiths? 

Mrs. Grirrirus. Mr. Moore, of the Department of Commerce, told 
this committee that under the provisions of H. R. 8555 the management 
of a firm could reorganize and move into another labor area under 
that bill. 

What provision do you have to keep them from doing it? What 
provision would you suggest ? 

Mr. Rizey. Certainly, we are not offering any incentives for it. 
That part of it we think is a substantial gain, if the thing can be 
stopped and no longer movement given the free and easy trend it has 
been enjoying in recent years. | 

Mrs. Grirritus. The bill would permit 25 percent of the amount 
of the plant investment to be supplied by the taxpayers, and it is 
possible that it can be done under H. R. 8555. If we vote for this bill, 
do you have any suggestions for any amendments that would stop that 
exact thing from happening? 

Mr. Ruiter. I think it would be better, Mr. Chairman, if we might 
have a little time to come up with a special memo on that thing, 
which would include, we believe, adequate suggestions, knowing of the 
lady’s interest in this problem. We would certainly want to give 
every thought we could possibly bring to bear on it. 

Mrs. Grirrirus. The second point was that while it might not be 
the management of an existing factory that moved into a low-labor- 
rate area but rather that other people with know-how could move 
into such an area and put the high-labor rate factory out of business. 
| would appreciate your putting into the record whatever suggestions 
you have to show us how you would propose to stop this type of thing. 

No matter what the situation is now, I would personally be opposed 
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to the taxpayer supplying the money, but if they do it with their own 
money that would be different. 

Mr. Ritey. Mr. Chairman, and Mrs. Griffiths, we have felt so 
clearly on this subject that less than a year ago the then AFL issued 
a booklet of some 85 pages on this very subject of runaway plants. 
I won’t presume to request that the committee might find value in 
every page here. It may well be that your staff may wish to digest 
this and take pertinent parts out of it, and include it as an appendix 
in your proceedings. We are convinced it has a very definite value for 
discussion purposes and for solution of what we consider a very defi- 
nite problem in today’s everyday life. If we may leave this with Mr. 
Cardon, we will appreciate having its contents examined. 

Mr. Mumma. Why couldn’t you just give another copy to all the 
members of the committee ? 

Mr. Ritey. We will be happy to supply separate copies to you. 
That will be a pleasure. We will see that that is done. 

Mr. Hentz. The only point that I might like to add here is that 
although we are acutely conscious of the problems involved in this 
legislation, and particularly this issue of whether the legislation could 
be used to assist firms who want to simply move away from a high- 
wage area to a low-wage area, we feel that if the committee is of mind 
to write a bill that would prohibit Federal assistance for such 
purposes, language could easily be found, and we would favor such 
an arrangement. 

As we mentioned in our statement, the language that is now in H. R. 
8555, as well as the language in title IT of the Gray bill, neither of 
these is adequate to cover the problem, but we see no reason why the 
legislative draftsman could not write adequate language to cover this 
point. 

Mrs. Grirrirus. Thank you. 

That is all. 

The Cuatrman. Mr. Holland ? 

Mr. Hotianp. Mr. Riley, to bring this in sort of a capsule sugges- 
tion, do you not think that this department should not be placed in the 
Department of Commerce? It should be more of an independent 
department of its own ? 

Mr. Rirry. Even as the Federal Housing Administration is, having 
great responsibility and being responsible for many hundreds of 
millions, even into billions of dollars a year. 

Mr. Hotzianp. Don’t you thing that this study is even greater than 
just merely going into a community and building industry or bring- 
ing industry in? I believe it should be a department which continues 
to make a study of the displaced worker by automation. We don’t 
know where it is going to go eventually. If possible, it should have 
ways and means of retraining the displaced worker in other fields so 
that he can enter. I think that this department should be so specified 
in the bill that the heads of the department or the commission work- 
men in the department should have representation of actual labor, 
by labor, suggested by labor or themselves, and that the chamber of 
commerce should have representatives in that department, and man- 
agement should have representatives in that department, because I 
think it ?s an overall problem. 

Mr. Rirey. It is, indeed. 
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Mr. Hotianp. It isn’t a problem of getting business or industry 
into some distressed area but it is an overall problem of a displaced 
worker by automation. What is to become of him, and how will he 
be retained to go into something else ? 

There is another point I believe that we are facing. We are spend- 
ing a lot of money to store surplus food. Unfortunately, it is stored 
in districts where they don’t need surplus food. 

Do vou not think that the Government would be wise to have the 
storage of surplus food in close to these distressed areas so that the 
local communities, the local governments, don’t spend thousands of 
dollars out of tax money, which is hard to get in those distressed areas, 
to store that surplus food before they can distribute it? Don’t you 
think all these things should be considered in this one problem / 

Mr. Ritey. As close as you can get the supply to the consumer, I 
think is all to the good. 

Mr. Hotianp. Thank you. 

The Cuarrman. Dr. Talle, we are operating under the 5-minute 
rule. I recognize you. 

Mr. Tatix. Thank you, Mr. Chairman. I will save you the 5 min- 
utes. I have no questions. 

The Cuarrman. Mr. Vanik? 

Mr. Vanik. I have just one question. 

I read over the statement that was made. Iam sorry to have missed 
the reading of it. 

In my community we have an influx of people from depressed areas. 
It is my contention that this legislation, while it provides for aid 
for depressed areas, should also make some provision for those areas 
that take on an influx of people that come in from a depressed area, 
taxing our local facilities and also taxing our schools. These peo- 
ple will, for the greater part, become permanent residents, but during 
a period of transition they are an added burden on the community 
in which they may move. 

What is your thinking on that? Do you think that cities that take 
on the people from depressed areas should receive help or should it 
come from some other form ? 

Mr. Ritry. In the regional hearing at Wilkes-Barre recently that 
was the type of discussion that former Mayor Clark of Philadelphia 
presented, and he pointed out that they had definite blighted areas 
down on Dock Street, the lower part of the city, along the waterfront ; 
they have some 200,000 available to the labor force who are betwixt 
and between. They are not trained in the newer types of techniques 
and materials, and that sort of thing. They have to go through this 
transition period. 

The city has a surplus of loft buildings that are outmoded, all con- 
stituting a drag on the tax productivity of the community; so many 
forces were brought in, which I think must be comparable to some 
of the knowledge that you have of your own fair city, Mr. Vanik, 
and those points were brought out, with the idea of showing that 
Philadelphia is in mid-channel right now, and is going to the far 
shore, and that they intend gradually to convert this liability into 
a definite asset. 

_ As you know, Philadelphia has finally got rid of the Chinese Wall 
in the heart of the city, running from Broad Street up to the 30th 
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Street Station, and new, completely modern skyscrapers, glass-faced 
and all that sort of thing, are going right down that same channel 
of traffic. 

The city is being opened up gradually, so there was an cld city 
and an old part of an old city which has been a liability, which is 
gradually being converted. 

Mr. Vanik. My question is should that be the burden of the local 
taxpayers or should the Federal Government in some way contribute 
to the cost of this transition. 

Mr. Ritey. As we have said, we think anything that has a boot- 
strap aspect should of course be encouraged in all regards: that as 
much lift be given from within, but that lift is not sufficient. We 
have read of these comunities which have pulled themselves up a 
little bit out of the mire, but we don’t get all of the bad aspects of 
it. We get, of course, the good side of the story. 

There are these cities which have done a fair job in their own right. 
They only need incentive from the outside to perk them up and pull 
them all the way through. I think that is probably approaching an 
answer to your question. 

Mr. Vanik. That is all. 

Mr. Barrerr. Will the gentleman yield ? 

Mr. Vanik. Yes. 

Mr. Barrerr. Mr. Riley, you spoke of all the very fine work that 
former Mayor Clark did in Philadelphia to create employment in 
all types of trade. 

Mr. Rirey. I know you can tell the story a lot better than I could. 

Mr. Barrerr. I think you told it very well and very ably. How- 
ever, I wish to remind the committee that we are still a distressed labor 
area. 

Mr. Riney. That was made quite clear by former Mayor Clark. 

Mr. Barrerr. We have 7.4 unemployment there. We have been 
clamoring for quite some time to get ahold of the bootstraps that 
Mr. Riley mentioned. 

Mr. Mum™a. Mr. Barrett, will you yield a minute? 

Mr. Barrerr. Yes, sir. 

Mr. Vani. I have no further question, Mr. Chairman. 

Mr. Barrerr. I will yield to Mr. Mumma. He had yielded to me, 
Mr. Chairman. 

Mr. Mumma. Mr. Riley, you spoke of the Chinese Wall. That 
is not giving much industrial employment, as a result of the hotels 
and office buildings, but in speaking of a plant moving, you take the 
Curtis Publishing Co., they were in the Federal Square and they 
want to move out in the country where they have room to live and 
adapt themselves to new conditions. <A restrictive bill would cer- 
tainly penalize those people, and I think—isn’t that right? 

Mr. Barrerr. I don’t think that is comparable at all. 

Mr. Mumia. There is a point where if it is 5 miles, 10 miles, or 
50 miles, there is a point where the industrial development is all on 
the outside. 

Mr. Barrerr. What we are fearful of is the same thing that hap- 
pened in Puerto Rico with the Industrial Incentive Act in 1954. New 
Yorkers were bidding on jobs and getting the contracts and then 
hired Puerto Rican labor to do their work and ship it back into the 
State of New York. 
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Mr. Mum™a. They do that. There are no taxes. You take those 
Paper Mate pens, they are all made in Puerto Rico. 

Mr. Barrerr. Mrs. Griffiths expressed our fears the other day. 

Mr. Mumna. I may be wrong. I think a restrictive bill would 
limit normal development, development in industry and housing out 
in the outskirts. The Autocar factory moved out in the country. 

Mr. Hentz. I think that is the point, Congressman Barrett. You 
see, the way this bill would operate, if your plant in the city of Phila- 
delphia were to move 5, 10 or even 15 miles outside of Philadelphia, 
it would still be in what the Labor Department calls the Philadelphia 
labor market area, and it would not come under the provisions of this 
bill in any way. 

Now, what would come under the provisions of the bill would be 
if a plant in the city of Philadelphia were desirous of moving to one 
of these designated distressed areas, like Wilkes-Barre or Scranton 
or a city of that type. Then there would be a problem involved there 
of getting Federal assistance for that move. That plant could move 
any time it wants to, using its own money. This bill could in no way 
interfere. It is only a question of Federal assistance. It is a ques- 
tion of whether Federal assistance should be granted to a firm that 
would move. 

Mr. Mumma. These towns that want to get that factory has to put 
up some inducement, the same as they do down South, to get it. It is 
a case where Federal assistance wouldn’t enter into it. I don’t 
know what Congress will vote on this. 

Mr. Henie. We want to provide a bill, and we think the Congress 
can provide a bill of helping Wilkes-Barre and Scranton, but not at 
the cost of penalizing Philadelphia and Pittsburgh, say. We think 
that can be done, because every year we have close to $30 billion 
spent for new plant and equipment, of new factories, new enterprises, 
new branch plants, factories that had not been established in any lo- 
cality before. We think that a Federal program can attract those 
types of enterprises to these depressed areas. 

Mr. Mumma. Why would American Safey Razor Co. locate in 
Virginia ? 

Mr. Henur. I don’t know. 

Mr. Murer. I can give you part of the answer. I am familiar with 
the situation, if you will yield to me. 

The American Razor ao hl of Brooklyn contemplated expand- 
ing their plant. Whether it was a bona fide attempt to expand their 
plant or not, we will never know, They said they wanted to expand 
their facilities. They bought ground and built a new plant, I think, in 
West Virginia. 

Mr. Mumma. Staunton, Va. 

Mr. Muurer. That is correct. When they did that, the local union, 
which did have the contract for their plant in Brooklyn, called a 
strike on the Brooklyn plant and raised the question that this was 
just an attempt to move the plan from Brooklyn to Virginia. 

I had several conferences with the officials of the American Razor 
Co. in Brooklyn. They assured me that they had no intention of 
putting out of employment those in Brooklyn; that they had every 
intention of continuing to run the Brooklyn plant, and in addition, 
operate the Virginia plant, but the union officials refused to credit 
them with good faith, continued to picket and strike and to make 
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it so uncomfortable for them that before the plant was even com- 
pleted in Virginia, they closed down the Brooklyn plant and moved 
out, lock, stock, and barrel. 

Now, whether they would have done it anyway, nobody knows, but 
they assured me they intended to continue to operate both plants 
until the union made it impossible for them to operate in Brooklyn. 
I want to say at this point that this union, I believe, was not affiliated 
either with the AFL or the CIO. I think it was an independent 
union. 

Mr. Ritey. It was a UE, one that had been read out of the feder- 
ations. 

Mr. Mutter. I don’t want to get into the question of whether it was 
a good or bad union, although there was considerable talk about that 
phase of the subject at the time. 

Mr. Mumma. I know of a case in Philadelphia. I don’t want to 
quote the name, but the situations was they wanted to move into the 
outskirts of Philadelphia, and their employees raised a point about 
it; that is in the same area. 

The Cuairman. There is a provision in this bill that the local 
subdivision shall furnish 15 percent of the loan as a condition 
precedent to getting the loan from the Government. Say a million 
dollars was needed. The Government might agree to put up $250,000. 
They might be able to get the rest of the money. elsewhere, but it is 
the condition precedent that they must go to that area. I think that 
area means the local depressed area. 

The State is not going to invest money in one section of the State 
to any great extent. The whole area is depressed. It is hard to get 
money there. 

Do you think that provision ought to be in the bill? Do you think 
that ought to be a condition precedent, that the local subdivision shall 
furnish 15 percent of the loan? 

Mr. Henwe. If I understand you correctly, Mr. Chairman, you 
were questioning the provision in the bill under which the local com- 
munity had to raise for any particular project something like 15 
percent. 

The CuarrMan. It would be all right to induce them to raise it, but 
you make it a condition precedent before they can get the loan from 
the Government, they must raise it. I believe that will be a roadblock. 
I think frequently you will find the local subdivision can’t raise it. 
If they can’t raise it, they don’t get the Government money. Do you 
think that is a good provision to have in the bill ? 

Mr. Henue. Mr. Riley mentioned in his statement how we want 
these provisions kept more flexible so that the Federal Government, 
working with the local community, can actually, under the program, 
develop these new industries in these localities. 

We don’t think that you should have hard and fast rules on this to 
require that the local community do such and such and such before 
it would get a cent of federal money. 

The CHarrman. In many cases, local communities can offer tax 
exemptions for periods up to 5 years as an inducement for new in- 
dustries. But when it comes to raising that amount of money, I think 
they will find that can’t be done, and we will block the whole procedure. 

Mr. Hente. We prefer the provisions in title II of the Gray bill, 
which are far less restrictive than in H. R. 8555. 
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The Cuarrman. Are you more interested in the location of new 
industries or in the revival of the industry that is down? Don’t you 
think by the inducement of new industries, such as the aluminum 
industry and other industries that use coal, if you could bring them 
into the coal-mining region, it might revive the coal industry ? 

Mr. Hence. I think you have to work on both sides of the problem. 

Mr. Ritey. That is the kind of process going on in the Ohio River, 
in West Virginia. A gentleman told me the other day about Du 
Pont and other chemical companies which are expanding, putting 
more capital investment into the community, and I would judge from 
the way it was described to me that that community, which has prob- 
ably been down and low as most any in recent months and years, is 
beating its way back to some sort of financial competency of its citizens 
and of the communities as a whole. 

The CHatrMan. What we need now to fight the unemployment 
in depressed areas is some immediate remedy. We can’t rely on the 
construction of industries in the future. I think that is the question 
that presents itself more forcibly than any other. 

Mr. Hentr. That is why we emphasize, among other things, the 
desirability of granting additional unemployment compensation to 
these workers who have exhausted their benefits in these areas under 
the State laws. 

Mr. Vanix. Mr. Chairman. 

The Cuarrman. Mr. Vanik. + 

Mr. Vantk. On that question, I wondered whether our committee 
staff could just check the statutes of the various States that are affected 
and determine whether by State law some of the depressed areas are 
precluded from making any contribution toward a loan. 

The Cuatrman. Take Kentucky, for instance, the municipalities in 
Kentucky are by the constitution limited as to the expenditures, limited 
as to their tax rate, limited as to their indebtedness. Now, often 
those local subdivisions would have their hands tied. 

Mr. Vantx. That is correct. 

The CuatmrMan. They couldn’t raise this money. It is necessary 
as a condition precedent to get the Federal loan. I think in almost 
all of the States there is some provision in the constitution with refer- 
ence to what the municipalities can do. 

Mr. Vantk. That is correct. 

The CuHarrman. The municipalities are limited in their powers by 
the State. I have no doubt you will find that is general. If that is 
so, this ought not be made a condition precedent to get the Federal 
money. In many instances they will be unable, though willing, to 
do it. 

When a factory closes, men are not only thrown out of work, but the 
financial status is in bad shape and it makes it a bad place to get a 
loan. 

Mr. Vantk. I would like to have our staff find out if possible 
what the legal restrictions are in the various communities. 

The Cuatrman. The staff could do that. 

Are there any further questions? 

Mr. Muurer. Mr. Chairman, if no one else has any questions—I 
don’t want to ask a question of the witnesses unless everyone else is 
through, but I have one brief subject about which I would like to ask 
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the witnesses, and that is with reference to the question of determining 
what is a distressed area. 

I believe one bill refers to 8 percent unemployed and another bil! 
refers to 9 percent, another bill refers to 6 percent for 3 years. 

What is your thought? Can we set up a standard of that kind in 
the bill or should it be left flexible, without any fixed percentage 
being named ? 

Mr. Henue. Congressman, in the brief statement I submitted sup- 
plementing Mr. Riley’s, I discussed this particular question, and you 
have criteria that are different in the two different types of bills. 
Of the two, we think the criteria in H. R. 8555 is preferable to that 
in the Gray bill, and yet we feel that even that is not sufficiently flex- 
ible to allow the administrator to designate these distressed areas, 
and we suggest for the committee’s consideration an approach which 
would allow the administrator to designate these areas, but using 
specific criteria set up in the law, but the criteria in the law would 
not mention 8 or 9 or 6 percent. 

I might summarize there the three points: 

1. That the area has suffered persistent and substantial unem- 
ployment ; 

2. That the area is now classified as suffering from a substantial 
labor surplus; and 

3. That the outlook indicates a continuation of the present 
conditions in the area. 

Mr. Murer. Am I not right that most economists agree that when 
an area reaches a ratio of 6 percent of unemployment, that that is a 
very high rate, and a dangerous rate? 

Mr. Henuie. That is right. That is the rate that is already written 
into certain government regulations regarding Government procure- 
ment, but, of course, you have to be careful because you couldn’t in 
augurate a Federal program to an area which hit the 6 percent rate 
one month and suddenly jumped back up to 4 or 5 percent the next 
month. 

Mr. Mucrer. Thank you, Mr. Chairman. 

The Cuairman. We are very glad to have your testimony, gentle 
men. It will be considered by the committee. 

Thank you. 

Mr. Henuie. Thank you. 

Mr. Ritey. Thank you. 

The Cuairman. Call the next witness, Mr. Clerk. 

The CLerx. The next witness, Mr. Chairman, is Thomas Kennedy, 
vice president, United Mine Workers. 

The Cuarrman. You may proceed as you please, Governor Ken 
nedy. You may read your statement without interruption. 


STATEMENT OF THOMAS KENNEDY, VICE PRESIDENT, 
UNITED MINE WORKERS OF AMERICA 


Mr. Kennepy. Thank you. It isa brief statement. 

Phe declaration of purpose, which is seciion 2 of this bill, is as 
follows: 

The Congress declares that, notwithstanding the prosperity enjoyed by the 


Nation as a whole, some of our communities are suffering substantial and per 
sistent unemployment; that such unemployment causes hardship to many in 
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dividuals and their families and detracts from the uational welfare by wasting 
vital human resources; that to overcome this problem the Federal Govern- 
ment, in cooperation with the States, should help areas of substantial and per- 
sistent unemployment to take effective steps in planning and financing their 
economic development; that Federal assistance should enable communities to 
achieve lasting improvement and enhance the domestic prosperity by the estab- 
lishment of stable and diversified local economies; and tliat new employment 
opportunities should be created rather than merely transterred from one com- 
munity to another. 

Mr. Barrerr. Will the gentleman yield? 

Mr. Kennepy. Yes, sir. 

Mr. Barrerr. I have a meeting at 11:10, and I must attend that 
meeting, but I do want to go on record as saying that we have one 
of the most outstanding Pennsylvanians before our committee this 
morning and certainly he has had a great influence on the people of 
Pennsylvania. Iam sure his remarks will center in this bill the truth 
of it, whether it has merit and whether it should be given consideration 
hy this committee. 

It is certainly nice to have the gentleman here. 

Mr. Mumma. May I second the motion ¢ 

The CHatrmMan. Those remarks were uttered by an outstanding 
(Congressman, too. Iam glad to join in the compliment this morning. 

Mr. Kennepy. I am glad our Republican friends join with Mr. 
Barrett. 

Mr. Mumma. I second the motion. 

The CHarrMAN. You may proceed. 

Mr. Kennepy. In a general sense this declaration points out the 
veneral principle of requirement which is essential in order to combat 
unemployment in distressed labor areas. Following up the bill, how- 
ever, In succeeding sections and paragraphs, it is my opinion that 
something else must be added to benetit the distressed labor areas in 
the coal-mining communities, where unemployment is the rule rather 
than the exception; and where this unemployment has lasted for a 
considerable length of time. 

It is my conservative opinion that we have about 155,000 persons 
unemployed in the coal-mining communities including bituminous 
tnd anthracite. This unemployment is serious in such States as 
Pennsylvania, where it affects the bituminous and especially the an- 
thracite regions, as well as other coal producing States lke West 
Virginia, Kentucky, Ohio and Illinois. 

I have appeared before various Senate committees dealing with this 
subject and also before the Joint Committee on the Economic Report 
in February of this year with reference to the problems referred to in 
this bill. The Economic Report properly points out in the matter of 
helping local communities to reduce hieuplovment that it isa “matter 
of national as well as local concern.” The various suggestions such 
as are now bringing some relief to distressed labor areas through es- 
tablishment of new industries, and so forth, are very commendable— 
and T place emphasis, Mr. Chairman, on “new industries”—but I doubt 
that they are sufficient to take care of the needs in the coal areas. My 
experience with respect to acquirement of new industries has been that 
it is only younger men who obtain employment. Ages in the mining 
industry run from 18 to 65 years and over. A great number of men 
beyond the age of 40 are affected by the present unemployment situa- 
tion and they have very little chance of taking up employment in new 
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industries. Although I submit that the average mineworker is a 
skilled man, we might as well face the fact that quite a few firms have 
an age limit for employment which does not contemplate employing 
men beyond the age of 40. 

In many sections of the coalfields the payment of unemployment 
compensation has been exhausted, which further intensifies the prob- 
lem and requires maintenance of the idle population on the basis of a 
subsistence level through surplus food commodities and in many cases 
on the basis of public assistance. 

In the Economic Report the suggestion is made “that unemploy- 
ment compensation is the bulwark for sustaining purchasing power.” 
These payments generally run to a maximum of from 26 to 30 weeks. 
To give a typical example of unemployment compensation benefits 
running out, I am taking a county in the anthracite coalfields to 
illustrate the problem. 

In Schuylkill County of Pennsylvania there is total unemployment 
of 13,450, of which 11,700 are males and 1,750 are females. Of this 
number 3,654 individuals are receiving unemployment compensation, 
while 1,328 receive partial unemployment compensation. 

These figures would fairly indicate the number of people receiving 
unemployment compensation in other coal districts; or relatively only 
one-third of the total number of unemployed are receiving unemploy- 
ment compensation. All the others in the category of unemployment 
have exhausted the maximum number of weeks of unemployment com- 
pensation. While it is true that some of the slack of unemployment 
could be taken up through the acquirement of new industries and pub- 
lic works, the fact remains that it would only partially alleviate the 
situation and it would take considerable time to supply even a partial 
remedy. 

Repeating the language of the Economic Report—“that unemploy- 
ment compensation is the bulwark for sustaining purchasing power”— 
I might say that it would become a greater bulwark if these unem- 
ployment compensation payments were to be made for the duration 
of unemployment and I certainly would highly recommend this step 
to the Congress as the proper basis for the development of plans and 
policies for general rehabilitation of these distressed labor areas. I 
further submit that the cost would not be too great upon the Govern- 
ment nor upon the unemployment compensation funds. 

The machinery is there to work out this matter and the whole 
general program could be implemented by the payment of unem- 
ployment compensation during the period of unemployment without 
difficulty. The mining industry is not a roving aon, It cannot 
be moved from place to place. 

The Federal Government could do a great deal of work in bringing 
about increased productivity, if it would put its own house in order, as 
“i a curbing the dumping of residual oil on the eastern sea- 

oard. 

This gets to a matter raised by the chairman with one of the other 
witnesses. 

In 1955, approximately 36 million tons of coal were displaced by 
the dumping of Venezuela waste oil—this is a waste oil, a byproduct 
of the refineries—and as I indicated in previous statements to various 
congressional committees, this waste oil is coming not from a free coun+ 









1is 
yn, 


ne 
ily 
y- 
nt 


nt 
1b- 
he 
ial 


DY - 


m- 
ion 
tep 
nd 


rn- 


ole 
m- 
out 
not 


ing 
, as 
ea- 


her 
uct 


ous 
un- 





a 


eae 


AREA ASSISTANCE ACT OF 1956 121 


try but from a country where a dictatorship form of government is in 
existence. This government operates much on the same plane as 
the dictatorship forms of government which prevail in Soviet Russia 
and other countries behind the Iron Curtain. For the first quarter 
of 1956 the figures indicate that the dumping of this residual oil has 
been increasing and, if kept up at this rate, it will displace approxi- 
mately 40 million tons of coal this year. 

The dumping of waste oil should be stopped, or be placed on a 
proper quota basis. The Federal Government could assist in bringing 
about stability and increased productivity by the creation of a national 
fuels policy—I might say there is pending in the Senate a resolution 
on this subject that was introduced by former Senator Myers and 
has been kept alive ever since in the Senate—which policy would 
be protective of our natural resources and national defense and each 
fuel would be placed upon its proper competitive foundation. 

We should also give some consideration to the question of exporting 
coal to Europe and go into the matter of providing some basis for 
proper equitable ocean-freight rates. It seems to me that we have 
a potential overseas market of approximately 50 million tons of 
coal per vear. 

I think, Mr. Chairman, that the needs and requirements of Europe 
and of Asia for coal from this country are increasing rather than 
decreasing. 

An intensified research program for greater uses for coal should 
also be built up by the Government. Legislation on this particular 
subject is now pending in the Congress. 

I think in the Saylor resolution it was adopted by the House very 
recently. 

Last but not least, and more important at the moment because it 
can be made effective immediately, 1s the matter and necessity of pay- 
ment of unemployment compensation by the Federal Government for 
a period beyond the 26 or 30 weeks now in effect for the duration of 
the unemployed period. 

I have given a great deal of study to this entire matter and it is my 
judgment that the foregoing suggestions are the most practical and 
realistic that could be applied to relieve the distressed unemployment 
areas and to provide for the individuals and families affected. Assist- 
ance is necessary and requisite to carrying out the purpose of these 
various plans and the suggestions in the Economic Report, all of which 
would lead to stability and improvement of the economic situation in 
the distressed labor areas in the various coal-mining sections of the 
United States. 

I might also add that stability and increased productivity in the 
mining industry would not only affect the situation in the mining 
industry itself, but other collateral industries would likewise be bene- 
fited; and in an economic sense, general improvement for the people 
in industries directly and indirectly affected by coal production would 
result therefrom. 

One of the members asked a question with respect to the unemploy- 
ment situation in Pennsylvania. 

I would say roughly that over 300,000 people are now unemployed 
in Pennsylvania, and that of this number, approximately 65,000 are 
unemployed mine workers, the balance in other industries. 
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We have about 65,000 men now employed in the mines in Pennsy| 
vania, both anthracite and bituminous. 

That is all I have, Mr. Chairman. 

The CHarrman. Governor Kennedy, I am very sympathetic with 
this whole question because my State is in a compar: mi position with 
yours. The State of Kentucky is a coal-mining State toa great extent, 
but some of the things vou suggest are not in the jurisdiction of our 
committee. Unemployment compensation, social security, taxation, 
tariffs on foreign shipments, are all in the Ways and Means Committee. 
We have no jurisdiction. 

Mr. Kennepy. They are in some of the bills. In the Douglas 
bill—— 

The Cuarman. We have no jurisdiction over those matters. 

Mr. Kennepy. They are in the Douglas bill in the Senate. They are 
in the flood bill in the House, dealing with respect to unemployment 
compensation, but I gathered that you wanted to get our opinion as to 
not bringing in new industries, but how to build up the industries that 
we may have and get them started. 

I pointed out the ways we could do it. 

The Carman. We have had to ask the help of the Ways and Means 
Committee in those things, and sometimes they have done it, but often 
they won't. I was just suggesting that. 

I certainly am in favor of providing any remedy we can to alleviate 
the conditions that now prevail. 

I will call the committee around again under the 5-minute rule. 

Mr. Multer? 

Mr Mutrer. Mr. Kennedy, you referred on page 2 to some of the 
statistics, indicating the unemployment in one county in Pennsylvania. 

I have been told that the way our governmental departments are 
now getting up their statistics on unemployment is to take those who 
are on the unemployment rolls and that is the way they count the 
unemployment. 

Do you know whether or not that is right? 

Mr. Kennepy. | found that out 3 years ago, in the juggling of fig- 
ures in Washington and in Harrisburg, that they approached it on 
that basis, which was not a true picture of unemployment. 

Mr. Muurer. In other words, in this very instance you give us, 
their figures would report only about 4,900 unemployed, while the 
uctunl count is 4.900 drawing unemployment compensation and 13,500 
uctually unemployed ¢ 

Mr. Kennepy. That is right. 

Mr. Muurer. You refer to one other matter here, which is of interest 
to me, and that is building up the export of coal, and you refer to the 
export of coal to Europe. 

Our distinguished chairman authorized me to make some investiga- 
tions as to the operation of our Export-Import. Bank in Japan, Thai- 
land, and Turkey last fall, and it seems to me that there, too, was a 
yood field for export of coal, and we could pay for the differential 
in the cost, because of the long freight haul, by lowering the interest 

rate. In other words, Export-Import Bank is lemling money to these 
Seven countries all over the world with which to buy American prod- 
ucts. I was told that all we need do is cut the interest rate on those 
loans and the differential in the interest rate will make up for the 
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difference in hauling your coal from the mines to these foreign 
countries. 

I wonder if you have explored that at all. 

Mr. Kennepy. Yes; I have. I know a little about the Export 
Committee. We have a committee that has been working on it for 
quite some time. a 

Take for instance the money we give to countries in Europe, like 
Belgium and France and those other countries. They are taking that 
money and they are not buying our coal. They are buying coal from 
Poland and from where they can get it. mostly from Poland. 

Belgium, took our money and bought their coal from Russia. 

England has been buying coal from Russia. 

Mr. Mutrer. The excuse is they buy it cheaper. 

Mr. Kennepy. That is what they claim, but of course the difficulty 
in exporting our coal is this ocean freight rate. It is up now to about 
$10.60 a ton, and we have a committee that tried to work out an ar- 
rangement where we would take over—I mean the industry and 
the UMW—and export this coal we believe at around a figure of about 
five and a half or six dollars a ton, as against the ten that is now being 
paid for these charter boats, but there is a tremendous market in 
Europe and Asia for this coal. 

Mr. Mutrer. Have you or your organization taken up with the 
Export-Import Bank the question of having them, if necessary elim- 
} inate the interest on those loans and use that to pay the differential 
'» inthe freight ? 

Mr. Kennepy. We have not. 

Mr. Mumma. Mr. Multer, you mentioned Thailand and the Far 
Kast. > 

Mr. Mutrer. Yes. 

Mr. Mumma. I have read a statement in the paper regarding the 
Japanese Chamber of Commerce. There was a representative of 
-» Russia there. He offered to lay coal down in Japan for some $8 a ton 
/§ cheaper from Manchuria than from our supplies. I don’t think the 
|» interest rate would overcome that, in deference to you. 

Mr. Kennepy. That is where they subsidized it. 

Mr. Mumma. Russia? 

Mr. Kennepy. Yes. 

Mr. Mumma. They have less freight rate. You are talking about 
five and a half that it ought to be. Would that be in American bottoms 
or Greek? 

Mr. Kennepy. That is the basis we approach it on, on American 
bottoms, because we don’t want to have anything to do with foreign- 
flag ships. 

Mr. Mumma. Do you think $5-a-ton profit for hauling that coal is 
sufficient ? 

Mr. Kennepy. At least that. 

Mr. Mumma. You have foreign-flag competition. It couldn’t be 
that high. 

Mr. Kennepy. That is what it is. They sail it under the Panama 
flag, the Greek flag, and all those rates are about $10 a ton—all of it, 
and people tell us, who know the ocean transportation system, that 
they could ship it for $5.50. 
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Mr. Mumma. Those Greeks would be in there if that is so. I don’t 
doubt your word, Mr. Kennedy, but I don’t believe there is any busi- 
ness that there is much profit in on a commodity like coal. 

Mr. Kennepy. One of the gentlemen, Onassis, who owns Monaco, 
where the wedding is taking place, he is the fellow who profited most 
from it. 

Mr. Momma. What? 

Mr. Kennepy. The fellow who owns the country, and the casino, 
that is where his money came from. 

Mr. Mumma. That prince is busy now. 

The Crarrman. We are on the 5-minute rule. 

Dr. Talle? 

Mr. Taiz. Thank you, Mr. Chairman. 

Mr. Kennedy, on page 4 of your statement you mention a point 
which I believe is a good one. You would encourage intensified re- 
search programs to promote new uses of coal. 

Mr. Kennepy. Yes. 

Mr. Tate. I believe some of our schools of mining are trying to 
do something along that line, aren’t they ? 

Mr. Kennepy. Yes. Pennsylvania State University and the Uni- 
versity of Pittsburgh, the Mellon Institute, then the Bituminous Re- 
search Institute; Pennsylvania is about to pass a bill creating a com- 
mission for further study of greater uses for coal. 

Mr. Taiz. You are familiar with the tremendous quantity of lig- 
nite in North Dakota. The western half of the state is underlaid 
with lignite and some of it is on the surface. The School of Mines 
there has for years engaged in research of this kind; and I believe 
the School of Mines in Montana has done, and is doing, good work. 

Mr. Kennepy. The Federal Government had a project in Colorado 
on that same subject, and it was abandoned about 2 years ago. 

Mr. Tate. I would think that probably our United States Bureau 
of Mines could be very helpful in promoting the research you suggest. 

Mr. Kennepy. They could be, and they are at the moment. At 
Pittsburgh the experimental station is doing a lot of work on it. 

Mr. Tatue. Isn’t it true that in many localities it is cheaper to pro- 
duce electricity by the use of coal than by water ? 

Mr. Kennepy. Much cheaper. 

Mr. Tate. It seems to me you have made a good point there. 

Thank you, Mr. Chairman. 

The Cuarrman. I believe the chairman will indulge himself to ask 
one question: 

Isn’t it a fact that almost all of the coal-carrying railroads that 
are dependent on coal are now using diesel engines? 

Mr. Kennepy. That is correct. 

;' The Cuarrman. Hasn’t that done away practically with the round- 
nouse ? 

Mr. Kennepy. It has. It has displaced about 50 million tons of 
coal, but I would say to you this afternoon, or this morning, that 
they will be back on coal before very long. 

e CHatrMAN. They can operate trains with diesel engines with 
fewer people, can’t they ? 

Mr. Kennepy. That is right. But at the present moment they are 
about to ned a coal-burning gas engine for the railroads that I 
believe will displace the diesel in efficiency and in cost. 
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The Cuarrman. I know of one city in my State where I think they 
employed about 3,000 men in a roundhouse. The roundhouse has 
disappeared. They tell me they put the experts on the diesel engine 
and repair them as they travel. The roundhouse is fast disappearing 
everywhere. Isn’t that true? 

Mr. Kennepy. That is correct. 

The CuarmMan. We might persuade them to go back and find some 
way to burn coal. 

Mr. Mumma. The C. & O. switched to diesel a hundred percent, 
didn’t they ? 

Mr. Kennepy. I think they did. However, we have reached a 
point in the development of this new engine that we believe it can be 
operated cheaper and more efficiently than the diesel engine. 

The Cuarrman. I am happy to hear about any development which 
will help bring prosperity back to the coal mines. 

Mr. O’Hara. Mr. Kennedy, I am keenly interested in your state- 
ment in the first paragraph on page 2 where you state from your wide 
experience—and certainly nobody in this country has a better under- 
standing from experience than you have—that “only younger men 
could obtain employment in new industry.” Am I to conclude from 
that statement that if this program were inaugurated and the Gov- 
ernment subsidized new industries, that in those new industries a 
man 40 years of age or older couldn’t find employment? 

Mr. Kennepy. That is correct, unless the Government would take 
steps to prevent it. 

Mr. O’Hara. Then certainly you would suggest that if the program 
should be authorized, that there should be a provision in it that would 
make it compulsory to employ in any new industries established men 
regardless of age ? 

r. Kennepy. That is right. I think the new law in Pennsylvania 
so provides. The FEPC Act so provides. 

Mr. Hoitzianp. That is right, Mr. Chairman. 

Mr. Kennepy. I think the Congressman might know. 

Mr. Hotuanp. I wrote it. 

Mr. O’Hara. I was further interested in your statement, Mr. Ken- 
nedy, that—and I take it this applies to the coal industry— 

Even in the coal industry a few firms now have an age limit for employment, 
which does not contemplate employing men beyond the age of 40. 

Mr. Kennepy. Not in the coal mining industry, Congressman. 
We don’t have that in the coal mining industry. 

Mr. O’Hara. I wanted to clarify that. I wondered whether your 
statement applied to the coal mining industry. 

Mr. Kennepy. No. 

Mr. O’Hara. Thank you very much. 

I have found your statement especially interesting and very inter- 
esting in this phase as regards age. 

Mr. Kennepy. Thank you. 

Mr. Wipnatu. Mr. Chairman. 

The Cuarrman. Mr. Widnall. 

Mr. Wiwnatt. Mr. Kennedy, what do you feel is the chief reason 
for the failure to hire people over 40? 

Mr. Kennepy. Well, I think probably some of the pension arrange- 
ments might save something to do with it. 
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Mr. Wipnatt. Does salary have anything to do with it? 

Mr. Kennepy. No, I wouldn’t think so. We raised, in the city in 
which I live, a million dollars to bring in new plants and we did. I 
have been checking around and find that there are very few people 
beyond 35 years of age that are employed in those plants. 

Mr. Wipnat. You feel that is substantially because of the pension 
funds? 

Mr. Kennepy. That may be one reason. I don’t know. 

Mr. Wiwnatt. Isn’t another factor that most companies can hire a 
young person who has less assumed responsibilities at a lower rate 
than an older person who would normally have a family and have far 
more by way of material requirements? 

Mr. Kennepy. Well, that might be the case in plants that are un- 
organized, but it is not ‘true in the organized plants, because generally 
the rates are on the jobs and not on the individuals. 

The Cirarrman. Mr. Vanik? 

Mr. Vanix. I have no questions, Mr. Chairman. 

The Cuarrman. Mr. Betts? 

Mr. Berts. I was interested about that Schuyixill situation. Is 
that typical of the coal industry, Mr. Kennedy ? 

Mr. Kennepy. It is typical of what we might call the coal counties 
in Pennsylvania. 

Mr. Berrs. Do you know anything about Ohio, West Virginia? 

Mr. Kennepy. In West Virginia ‘most of the unemployment is in 
the southern end of West Virginia, in the southern fields, where the 
bulk of mining is being conducted. There is not much unemploy- 
ment in the northern part. 

Mr. Betts. Is that true of Ohio? 

Mr. Kennepy. That is true of Ohio, but I think that the situation 
will improve in Ohio, because of the new plants that are being built 
along the Ohio River. 

Mr. Berr. What is the overall situation in the coal industry? I 
am sort of interested. The chairman raised a question about it. Is 
the business on the increase or decrease ? 

Mr. Kennepy. The bituminous business has been increasing for the 
last 8 months, and I think they are out of the woods. I think it is 
going to continuously improve. And anthracite is about on the status, 
the present basis, with no movement either up or down. 

I might add that the mechanization problem in the industry is one 
that has caused a lot of unemployment. For instance, we are pro- 
ducing now in the bituminous mines of the United States average of 
10 tons per day per man, as against, take England and the Continent, 
1.24 tons per day per man, or less than 11% tons. 

I think that is the trouble with the British coal industry. 

Mr. Berrs. Mr. Kennedy, you referred to this dumping of residual! 
oil. Could you give us some idea of how the Government could con- 
trol this? 

Mr. Kennepy. Yes. We hada bill in here the last session to contr ol 
it on the quota system. Say, take 10 percent of last year’s dumping, 
because I don’t think you can reach it with a tax. I don’t think you 
could reach it with a tax because it is waste material. It is dumped 
in-here and sold for as low in some instances as 2 cents a gallon, in 
competition with coal, and probably natural gas. 
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Mr. Berrs. You mention there was a bill in. Is there any way the 
Government can do it now ¢ 

Mr. Kennepy. Yes. We had a bill in, but unfortunately we didn’t 
get it through. I mean, in the general bill that was up before the 
Congress in the last session. 

Mr. Berrs. Under present law could we control it ¢ 

Mr. Kennepy. I doubt it. 

Mr. Berrs. I am glad you brought that to our consideration... I 
think it is pretty important. 

Mr. Kennepy. It is. 

Mr. Berrs. That isall I have, Mr. Chairman. 

The Cuairman. Mr. Holland? 

Mr. Houianp. Governor, I think I know a bit about Pennsylvania 
and the coal mines. 

Mr. Kennepy. You know as much about it as I do, I guess. : 

Mr. Hotianp. What percent do you think is being displaced by 
automation in the coal mines ¢ 

Mr. Kennepy. Going back to 1920, 23 had about 700,000 men em- 
ployed in the mining industry, producing roughly about 400 million 
tons. Today we have about 225,000, producing, I believe, 550 millions 
of tons, so it has been more than cut in half since 1920. 

Mr. Hotiann. Of these 65,000 men who are emploved in the mines 
of Pennsylvania at the present time, how many of them are on: pur- 
tial employment ? 

Mr. Kennepy. Up until recently, Congressman, in the bituminous, 
they were working on an average of 3 days a week. There has béen 
an increase in productivity in the last 6 months, so that, especially in 
the captives, we are now working, all of them, 5 days per week. 

In the anthracite it is averaging about 3 days a week. 

Mr. Hot.anp. In other words, there are a lot of people still getting 
no partial unemployment payments in addition to the work in the 
mines ¢ 

Mr. Kennepy. That is right. 

Mr. Hotnanp. They are carried in Pennsylvania as a member being 
employed ? 

Mr. Kennepy. That is right. 

Mr. Hotxanp. In the anthracite districts especially, due to the fact 
that they have such a scarcity of employment, our school districts in 
those communities are all distressed. 

Mr. Kennepy. That is right. 

Mr. Hotxanp. In other words, they have to procure money from 
the State to carry on their schools. 

Mr. Kennepy. That is correct. 

Mr. Hottanp. That is bad, so bad in the district that they can’t 
collect the taxes. 

Mr. Kennepy. They couldn’t raise any money even under this bill 
that is before your committee. Those communities couldn’t raise it. 

Mr. Houianp. There is one other thing: Do you think it would be a 
good idea for the Government—we do a little bit for the farmers— 
why can’t we subsidize the difference in freight rates so that the coal 
can be exported ? 

Mr. Kennepy. I don’t see any reason in the world why we shouldn'’t. 
It would never hit the height of even 82 percent parity. 
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Mr. Hotianp. You wouldn’t hit 8% percent ¢ 

Mr. Kennepy. No. It wouldn’t even hit five. 

Mr. Hoiianp. I don’t see why we can’t do’something to cut the cost 
of transporting it because it means more consuming power for the 
Americans over the long run than what we would spend in subsidizing. 
Is that correct? 

M. Kennepy. That is right. If we take industry that we have at 
the present time and try to build it up and rehabilitate it, I think it is 
better for the American people and better for everybody. 

Mr. Hotianp. There is another question : 

As you know, I was on the committee trying to get industry in Penn- 
sylvania. I don’t think the State could do it. It is too big a job 
alone. But with the Federal Government, some manufacturers who 
think about coming into the coal industry objected to the mines of 
slag that had been there and unsightly hillsides. Do you not think 
they would have to beautify the surroundings for some of those 
industries and we might get them in faster ? 

Mr. Kennepy. We are trying to do that now, Con man, up 
through the fields. They are leveling off these banks and the State is 
supplying miles of trees to be planted in those waste areas up there. 

r. Hotianp. Of course, that doesn’t help your industry get on its 
feet by bringing in other industry. 

Mr. Kennepy. No. I think in bringing in industry, they are more 
concerned about the profit angle than they are about anything else. 

Mr. Mumma. The profit angle? 

Mr. Kennepy. Yes: rather than conditions of the countryside. 

Mr. Hottanp. Thatisall. Thank you. 


Mr. Mumma. I notice the Germans have two yg 3 machines. 
i 


I saw them on TV the other day. They take 65 tons a bite. Have 


you seen those? 

Mr. Kennepy. This new shovel of Pittsburgh Consolidated, open- 

ing up next week, I think it is the largest in the world. It is 65. 
{r. Hottanp. You should see the new drills. 

The Cuarrman. There is a call of the House. We will have to 
adjourn. 

We are very glad to have your contributions, Mr. Kennedy. Your 
views will be considered when the committee goes into executive 
session. 

Mr. Kennepy. Thank you. 

(Whereupon at 12 noon, the committee adjourned, to reconvene at 
10 a. m., Thursday, April 19, 1956.) 
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THURSDAY, APRIL 19, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
New Hovss Orrice Bulbine, 
Washington, D.C. 

The committee met at 10:20 a. m. Hon. Brent Spence (chairman) 
presiding. 

Present : Chairman Spence (presiding), and Messrs. Brown, Multer, 
O’Hara, Fountain, Ashley, Vanik, Talle, Betts; Mumma, McVey, 
and Nicholson. 

The Cuarrman. The committee will be in order. 

We will resume our hearings on H. R. 8555. 

Mr. Batt is the first witness. 

You may proceed as you please, Mr. Batt. If you have a written 
statement, you may read it without interruption and then subject 
yourself to interrogation, or proceed just as you please. 


STATEMENT OF WILLIAM L. BATT, JR., EXECUTIVE SECRETARY, 
TOLEDO INDUSTRIAL DEVELOPMENT COUNCIL, TOLEDO, OHIO 


Mr. Barr. Thank you, Mr. Chairman. 

I would like to talk from notes, if I may. 

First, Mr. Chairman, I would like to identify myself. I am William 
L. Batt, Jr., executive secretary of the Toledo Industrial Development 
Council, in Toledo, Ohio, although I understand that your committee 
asked me to testify, not in relation to Toledo, which is not, fortunately 
faced by this problem of chronic unemployment. 

For 5 years previous to going to Toledo I was special assistant to 
the Secretary of Labor, assigned to develop programs to help areas 
of heavy unemployment throughout the United States. 

I have written about the subject on a couple of occasions. 

I was for about 3 months assigned to the Randall Commission as 
senior economist, working on the problem of displaced workers as a 
result of import competition, and went to Toledo 2 years ago, because 
of their very serious problem of cyclical unemployment, due to the 
recession in the automotive industry in the years 1953 and 1954. 

Our problem there is a cyclical problem. It is not a chronic problem. 

I am happy to say that we have been able to be of some help. We 
have, through our Industrial Development Council, been influential in 
bringing about 6,750 new jobs into that area in the last 2 years. 

In the broader sense, of course Toledo is dependent upon a pros- 
perous America, and I would like to say that this a very crucial sub- 
ject you are attacking, and I am delighted to see the Congress taking 
It on, 
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It is a national problem and it seems to me requires a national 
solution. 

Of the two proposals that have been made to Congress, the so-called 
Douglas bill and the administration bill, I think there are many pro- 
posals in both bills that will be of value. If I had to choose, I think 
the Douglas bill would probably give you more weapons to fight this 
with. 

It is certainly the first recognition by Congress of this area unem- 
ployment problem. It seems to me, Mr. Chairman, that this attack 
plugs an important loophole in the’ Employment Act of 1946. It 
recognizes that when you are talking overall prosperity, your overall 
statistics obscure some of the areas locally. The top-down approach 
is not enough. You have also got to take what I call the worm’s-eye 
view and work at this thing from the bottom up. 

The local efforts to solve this problem have been enormously im- 
pressive. I have been very close to many of them. They have been 
very exciting. Towns like Herrin, Ill., with a population of 10,000 
people, raising $800,000, bringing in new plants, employing 5,000 
people it is enormous what these communities have been able to do 
for themselves, but I think the argument for a national approach to it 
is that despite these enormous efforts, the problem is still with us and 
it has been with us even in times of very tight labor markets nationally ; 
the time of the Korean war or even World War IT. 

The Government’s problem perhaps breaks down into two: 

1. The fact that there are roughly 66 labor market areas in 23 States, 
which illustrates the national aspect of the problem, with this chronic 
unemployment. The last time I looked at it there were 17 large areas 
and 48 small areas with unemployment ranging from 6 to 22 percent 
of their labor force. 

Now, in addition to that national economic problem, it seems to me 
the Government has an administrative problem, and that is this drain 
on unemployment insurance funds. I noticed that this was mentioned 
in Under Secretary Larson’s testimony on Friday, but we are not get- 
ting away free. As nearly as I can estimate, it is now costing us about 
$200 million per year in excess unemployment insurance benefits to 
subsidize this unemployment. 

If the unemployment in these chronic areas could be reduced to the 
national average, we would save $200 million in unemployment in- 
surance funds. 

This becomes critical in States with heavy concentrations of unem- 
ployment, particularly Massachusetts and Rhode Island, who have had 
to come to the Federal Government in years past and ask for increased 
unemployment insurance and supplementary benefits. 

Mr. Nicnotson. You say Massachusetts and Rhode Island came to 
the Federal Government to get money ? 

Mr. Barr. Yes, sir. 

Mr. Nicnorson. Didn’t they have some money down here in Wash- 
ington? Don’t they send so much every quarter to Washington for 
this fund? 

Mr. Barr. Well, sir, as I understand it, the State, under the un- 
employment insurance law—and I am not an expert on this—the 
State funds are administered by the States, and when you get a very 
serious drain on the State funds, their reserves were getting danger- 
ously low. 
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Mr. NicHoxson. But the employer has to set so much aside every 
week, and as I understand it, we had something like $2 billion down 
in Washington in that fund. 

Mr. Barr. That is right, sir. 

Mr. Nicnotson. The money goes to Washington, but it is ad- 
ministered by us, and the only thing we came down here for was to 
get an increase in the money that was needed, but money had been 
deposited there by the people in Massachusetts. 

Mr. Barr. Well, as I understand 

Mr. Nicnoxson. It wasn’t a deficit. 

Mr. Barr. No. 

Mr. Mumma. When the fund gets below a certain amount, it is 
critical. Pennsylvania’s fund got below $200 million some months 
ago, and the Secretary of Labor called upon the payroll people, the 
employers, and they had to pay an extra percent, which wasn’t added, 
but which had been taken off a couple of years before. They put that 
back on. 

Mr. Barr. I am not surprised it is Pennsylvania, sir. 

Mr. Mumma. Pennsylvania sends out 30,000 checks a day, so you 
can get an idea of what it is. 

Mr. Barr. You get, of course, too, this phenomena, that in a State 
like Massachusetts, you have got in effect the employers of the entire 
State underwriting the unemployment in Lawrence, Lowell, New 
Bedford and Fall River, a large proportion—I don’t remember the 
exact percentage, but a large percentage of the entire unemployment 
ayments in the entire State of Massachusetts went into Lawrence, 
pec and New Bedford and Fall River, which was an unbalanced 
situation. 

Mr. Mumma. I think the State has the money itself. I didn’t bring 
that out. 

Mr. Batr. The State has the money itself. 

Mr. Mumma. The State handles the money itself. 

Mr. NicHotson. Money is sent to Washington and they charge so 
much for holding the money for them. 

Mr. Mumma. I may be wrong. They had $200 million, the mini- 
mum balance allowed, and they called for funds to be put back in. 

The CuHatrMan. You may proceed. 

Mr. Barr. The goal, it seems to me, as near as I can estimate, sir, 
the goal is to create 145,000 new manufacturing jobs in these areas, 
requiring an estimated $540 million in new capital investment, of 
course primarily private investment in modern eer 

The bases on which I have arrived at these estimates over the past 
few years, Mr. Chairman, are included in these charts, which might 
be of interest to members of the committee. 

(The charts referred to are as follows:) 
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Mr. Barr. I would like to express the opinion, Mr. Chairman, that 
it seems to me this committee faces an enormous opportunity, really 
unprecedented in the history of the country, in making an all-out 
attack on this problem of area unemployment. 

I sincerely hope, in view of the support that the idea has received 
from both the administration and the Democratic leadership that we 
will get out of this Congress a first attack on this problem of area un 
employment that we have ever had in the United States, except for 
some executive department efforts in the past. 

Now, to comment on specific proposals of the bill, Mr. Chairman, 
starti i and here I am assuming that the numbering 
is the same in the Senate and House proposals—I was asked to con 
centrate primarily on the proposals of the administration bill. 

I would like to comment, if I might, at the same time on the pro 
yosal in the so-called Douglas bill, because I understand that is also 
betas your committee for consideration. They parallel each other 
pretty well, right down the road. 

The CuairmMan. We are looking for a solution to the whole prob 
lem. We are not confined to the two bills. 

Mr. Barr. Thank you, sir. I think a lot of planning has gone into 
these, and they represent a lot of effort. 

Section 101 provides that the administration will be under the 
Secretary of Commerce, with some functions given to the Labor De- 
partment, the Health, Education, and Welfare Department, the 
eadus and Home Finance Administration, and elsewhere. I think 
the Secretary of the Treasury has certain functions. 

T would like to suggest that, although from the administrative point 
of view this has certain advantages, that it is not very well suited to 
tackle this particular problem because the Commerce Department is 
by its own assertion the voice of the business community. 

I think it lacks the confidence of labor, just as by the same token 
the Labor Department lacks the confidence of the business community. 
I think if the 2 Departments were 1, as they were before 1913, Mr. 
Chairman, then you wouldn’t have this problem, but we find at the 
community level, we find at the State level and I think you would find 
at the national level, that to make one of these programs succeed, you 
have got to have labor in the act. You have got to have their whole 
hearted cooperation. 

In our town, as it happens, we have labor participation on our 
board of trustees, we have got labor contributing money to the pro- 
motional effort. 

This is true also in Scranton, it is true in Wilkes-Barre, it is true 
in Hazleton, it is true in Pottsville, and I think it is basically sound. 
because without the cooperation of organized labor, you don’t have | 
the entire community backing that you “need. 

I think from Congress’ point of view, too, there is some advantage | 
in centralizing the “responsibility in one agency, as distinct from 
diffusing it all around the lot, and under the Douglas proposals, you 
do centralize it in 1 agency, and it is 1 person whom you could hold 
responsible. 

It would seem to me that an area assistance administrator, with the 
rank of Assistant Secretary of the Commerce Department, would not 
swing the weight required to accomplish the things that you will have 
to do to make this program a success. 
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Now, under section 102, you get into the problem of who is eligible; 

how badly does an area have to be off to qualify for assistance under 

this proposal ? 

Your proposal—we sometimes call this triggers the proposal in the 
administration bill at 8 percent unemployment for a period of 2 years, 
or for most of 2 years. This, it seems to me, is too restricting, Mr. 
Chairman, far too restrictive a bene It would limit or cut out 
most of the areas which it seems to me can by almost any criteria be 
considered areas of chronic unemployment. 

{ noticed in Mr. Larson’s testimony that the Bureau of Employ- 
ment Security had estimated what areas it would include, and if you 
limit it to 8 percent for 2 years, you would only for sure include 6 
major areas: Terre Haute, Indiana; Lawrence, Mass.; Johnstown, 
Pa.; Seranton, Pa.; Wilkes-Barre, Hazleton, Pa., and Charleston, 
W. Va. You might possibly also qualify five other areas: Lowell, 
= = ; Duluth, Minn., Superior, Wis., which is one area; Atlantic City, 

:’ Asheville, Ls C.; Providence, FR. 1. 

T nist is far too restrictive. 

Back when the Labor Department ” alified areas for—classitied 
areas for chronic unemployment, they came up with—this was in 
March 1955, I believe, the last ae had 17 major areas and 
about 48 minor areas on that list. It seems to me that that is a far 
more realistic criterion, a far more realistic list than the one proposed 
in the criteria proposed in the administration bill. 

The Cuairman. What is the percentage of unemployment in the 
coal mining district of Kentucky ? 

Mr. Barr. Well, sir, I can tell you, the Kentucky areas are so small 
that I was not able to get figures from the Bureau of Employment 
Security back at the e: 1d of last year when we made this study on the 
percentage of unemployment, but I notice a couple of folks from the 
E mployment Service here. 

Ifarry, do you know roughly the amount? 

Mr. Kuprrzin. About 8 to 10, I believe. 

Mr. Barr. About 8 to 10 percent of unemployment in those coal 
towns In eastern Kentucky. 

The Cramman. I notice you speak of the centers of population. 
Of course there are no great centers of population there. That is a 
very large area in which there is very great unemployment. 

Mr. Barr. Yes, sir, but they have been able to designate those areas 
on a county basis so that in the latest classification from the Depart: 
ment of Labor, Kentucky has Corbin, Frankfort, Hazard, Henderson, 
Lexington, Madisonville, Middlesborough, Owensboro, Eanes: 
Prestonville, and Pikeville, Williamson, all classified as smaller area 
and there they include in each case the labor market areas, so it re: lly 
includes the counties surrounding the town. 

The Cuairman. They are all depressed areas? 

Mr. Barr. Yes. 

The Cuarman. That includes all the Big Sandy and the eastern 
end of Kentucky. 

Mr. Barr. Then on triggers, there is one other point that concerns 
ne, and it concerns me in both the administration bill and the Douglas 
bill: How about Sanford, Maine; how about Iron Mountain, Mich.; 
how about the town where you have 1 employer, as Sanford, Bigelow- 
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Sanford Mills, and the 1 employer leaves town, and you all of a sudden 
have perhaps 50 percent of your labor force out of work, with no 
prospect of any improvement? Would a town in that shape have to 
wait 18 months or 2 years for any assistance at all ? 

It would seem to me that there ought to be an additional criterion, 
that if you have very severe unemployment, something over 12 per- 
cent for a shorter period of time—3 to 6 months, with no prospect of 
improvement, that your area should be able to qualify. 

In Iron Mountain, Mich., we had a Ford plant up there which just 
pulled out. They were making the wooden bodies for the station 
wagons, and wooden bodies became antiquated and that plant folded 
up overnight. 

I would like to see some provision so the towns that have that kind 
. a situation can qualify for help quickly before your labor force 
dissipates. 

Mr. Mumma. How about Sanford? I saw a movie one time about 
that. 

Mr. Barr. Wasn’t that a fascinating movie? That illustrated this 
picture very well. They haven’t licked it by a long shot. The Sanford 
people want help and need it, but as that pointed out, the secret of 
their success was they were able to get started fast. They had been 
working on the problem and foreseeing it for about a year before that. 
That is a fascinating movie, and if it were possible for television 
programs to be put in records, I would like to see that one put in the 
record somewhere. 

1 would recommend, Mr. Chairman, that you change the criteria to 
make it something like 6 percent unemployment for most of 18 months, 
because there will be a couple of months occasionally, due to a fluke, 
when some of these counties will come out of their chronically de- 
pressed condition, but it is nothing permanent, and they haven’t re- 
built their base by any manner of means. 

The criteria which were used by the Department of Labor in deter- 
mning chronic areas, back when they were doing this, might be of 
interest to you. I have that criteria, which was published on Novem- 
ber 3, 1953, and they had these two characteristics: 

1. That the area be characterized by chronic heavy unemploy- 
ment; and 

2. For the next 1- to 2-year period no employment expansions 
by firms now in the area known to be of sufficient size to use fully 
the area’s present labor surplus. So instead of looking at past 
history, they were focusing primarily on the future. I think 
that is a good deal more realistic. 

Section 111, the urban renewal idea, seems to me a most useful 
suggestion and worth trial. 

Vhat it would mean, I don’t think you would have any way of know- 
ing before you tried it out. 

I suggested in testimony before the Senate Labor Committee that 
this be added to the Douglas bill, and I would suggest here that the 
public works provisions in the Douglas bill be added to this bill. I 
think they both have great value. 

This would not do many of the things that the Douglas bill public 
public works provisions would. For example, Crab Orchard Lake, in 
southern Illinois, was built originally as a WPA project. Without 
that water supply you would not be able to support any industry in 
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southern Illinois because they have a critical water shortage, but with 
that water supply, they are now providing 5,000 new jobs. 

This kind of thing could be organized under the Douglas bill, and 
as I read it, it could not be organized under the administration bill. 

Also, public works provides short-term employment and provides 
it fast. 

Section 106, the technical assistance provisions, they make awfully 
good sense, because many of these areas need help, and we certainly 
a to put the technical resources of the country to work on the 

roblem., 
‘ In that sense I would like to see the administration proposals kept. 

We have in this country great resources of economists and engineers, 
and a lot of brains in the private sector of our economy. I would like 
to see these brains put to work on the problem of area unemployment. 
I think this provision would enable you do to it. It would +o enable 
some very careful planning to be done before you actually put plants 
up, and this economic planning for these areas is terribly important. 

Section 107 is the part on loans participations and guaranties. 
Again here I think the Douglas bill is a great improvement over the 
administration bill. There are a couple of points that I think you 
ought to flag, however. For example, in the administration bill you 
have this language: That this bill can assist establishments relocating 
from one area to another—no, pardon me. It shall not be used to 
assist establishments relocating from one area to another, when such 
assistance will result in substantial detriment to the area of original 
location by increasing unemployment. 

My recommendation is that you strike out that language: “when 
such assistance will result in substantial detriment to the area of 
original location by increasing unemployment,” and rule out any re- 
location of industry as getting aid under this bill. 

When you have an industry relocating, you have a lot of dislocation 
of the labor force. Even if the statistics of unemployment won’t 
show it, you have men, older men in particular, and older comes 
awfully soon by industry’s criteria today. We had a situation in our 
town where a company moved into a building owned by a previous 
company, and these people were thrown out of work, and the new 
company wouldn’t hire anybody over 40. 

I would urge you to limit your aid just to the new branch plant 
locations, the normal growth of industry, not the folks that have to 
pick up stakes and move somewhere else. Even if it doesn’t cause 
critical unemployment in the area you are leaving; a number of them 
have been leaving Brooklyn, for example, a number of firms have been 
leaving Brooklyn and going to small towns in New England and in 
Pennsylvania and in the South. Even though you don’t cause any 
critical mt tac in Brooklyn in the overall statistics, you cause 


a great deal of dislocation of individuals and a great deal of bitter- 


ness on the pest of the folks in Brooklyn and in New York State. 
] 


Incidentally, these are not the best. From the point of view of 
the towns—and I speak from long experience here—these are not the 
best kinds of new industries to get by a long shot. Very often they 
are gypsies; they will locate in one town and get everything free they 
can there for 10 years, and when their free taxes or this or that have 


run out, then they will go some place else and get something else free 
for 10 years. 
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Bog suggested that in view of the fact that I have to catch a 12:15 
plane, I will have to leave no later than 11:30, and if there are any 
questions you might wish to ask as we go along. 

Mr. Fountarn. Mr. Chairman, I should like to ask the gentleman 
a question right at this point. 

{ think there is merit in the comment you make that relocated 
industry should not be able to get help under this bill, even though 
some of the members of the committee think that my State has gotten 
a lot of relocated industries. 

What kind of criteria would you use in determining whether or 
not an industry had relocated’ For example, you may have an in- 
dustry which will remain where it is, but may establish a branch 
elsewhere or may decide to expand its operations elsewhere expecting 
profitable operations in both places. How would you draw the line? 

Mr. Barrs. In a normal expansion, Mr. Fountain, there is no 
question about it, and that is 90 percent of your new investment 
in plant and equipment, normal expansion. A branch plant, we 
never have any trouble identifying them, in fact. It might be diffi- 
cult to identify them in legal language, but a branch plant of an 
existing corporation is never difficult to identify. 

Mr. Fountratn. Someone made the observation that some industry 
might relocate by establishing a branch, having then the intention 
of relocating but postponing relocation for 1, 2, 3, maybe 4 years. 
How would you determine whether or not that was a normal ex- 
pansion, or whether it was actually relocation ¢ 

Mr. Barr. I don’t know, sir, unless you make them attest in some 
way to the fact that it is an expansion. I suppose there are always 
some people who can get along the line, but if they have signed on 
the line and said, “This is a normal expansion, not relocation,” 
then if a year or two later they fold up the original plant, concentrate 
their operations in the branch, it seems to me they would be subject 
to severe criticism at the least. I don’t think that would be too 
hard to spot. 

Mr. Fountatn. We certainly can’t afford to stop normal expan- 
sion because some industries Just can’t expand any more in the area 
in which they are presently located. 

Mr. Barr. You are quite right. Very often they can’t. 

Mr. Founratn. That is all, Mr. Chairman. 

The CHarrman. I think your statement with reference to reloca- 
tion is very well stated and very sound. I don’t think we can ac- 
complish much by relocating industries. 

What can we do, though, to give some employment in the immediate 
future to these people that are unemployed! ‘The construction of 
a new plant will take a long time, won’t it ? 

Mr. Barr. Yet, sir; this is a long-term program, and I think that 
nobody should be under any illusions, particularly the people in 
these areas of heavy unemployment, that this is going to be quick 
operation. It is a long-term discouraging-at-times, proposition. 

The Cuarrman. And we need look for no immediate relief? 

Mr. Barr. Under the Douglas proposals there are several methods 
of immediate relief, yes; but in the administration bill there is none, 
and the industrial development approach is a long one. You are 
trying to reverse the entire trend of a community which in some cases, 
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as in these coal towns, has been going for 50 years, and you are trying 
to turn the entire trend in the opposite direction. ‘The problems 
were long in being created, and they are going to be tough to reverse. 
| don’t think anybody should have any illusions. 

At the same time, I am sure it is basically the right way to do it. 

The CuHarrman. With reference to the coal mining district, it 
seems to me we should encourage industries that will use coal; that 
might revive the mining industry. There are many such industries, 
aren't there? The aluminum industry uses a great quantity of coal. 

Mr. Barr. Well, sir, as you know, there has been a very increas- 
ing and exciting rebirth of the use of coal in power, and power to 
make aluminum. Now, in the upper Ohio Valley—and I saw yester- 
day where Evansville, which is one of your surplus labor areas—got 
a new plant, aluminum, with power with coal, of the Aluminum 
Company of America, which will help out their situation. 

Terre Haute has a new one. 

I think over a long term there are great potentials for the improve- 
ment of the coal industry by primarily generating power, on top of the 
mines, by these new technical processes that have been developed, 
primarily by such firms as Pittsburgh Consolidated—very exciting 
methods of developing cheap power. 

The CHatrmMan. It was suggested the other day by one of the wit- 
nesses that brine was available in eastern Kentucky, and that chemi- 
‘al plants might be established there which would use great quantities 
of coal. 

Mr. Barr. As you know, there has been an enormous chemical de- 
velopment in the Kanawha Valley of West Virginia and in the upper 
Ohio River, but again that just doesn’t happen; there was a lot of 
work went into that and a lot of developmental effort went into that, 
and I would hope you would get some kind of the same development 
in Kentucky, but I think the funds under this technical assistance 

rogram might be used in part to help develop that, to develop the 
Sa of these brines, for example. 

Mr. Asuiry. Have you said anything about the ever-available 
plants bill which might be relevant with respect to the question of 
the immediate situation with which these surplus labor areas might 
expect help ? 

Mr. Barr. That is a darned good question, and I am glad you asked 
it, because in an effort to cut down this timelag you speak of, Mr. 
Chairman, we and several other communities have engaged in what 
we call an ever-available plant program by which we have established 
a small fund—about a hundred thousand dollars; in our case we estab- 
lished it by a group of small-business men getting together, and in 
other towns they have established it by public subscription, to build 
plants on what we call a guaranteed-risk basis. Before we get any- 
body in them, the same way that developmental housing is built, and 
use that fund as a revolving fund so that the minute you sell the 
first plant, or lease it and sell the lease, you then turn that money 
over and build another and another, so you are always in the position 
of offering a new plant to industry. 

Now, of course you are taking a chance on that, because many com- 
panies like to build plants to their own specifications. 


76350—56——10 
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What we tried to do was second-guess them by analyzing most of 
the demand that came into the town for new plant space, and build- 
ing a standard, 1-story, 14-foot clear building—14-foot ceiling height, 
all-masonery construction, all utilities, in a planned industrial dis- 
trict, so that we would have something which would be adaptable 
to most industrial uses. 

They have done the same thing in Pottsville, they have done the 
same thing in Scranton, Wilkes-Barre, Hazleton, in Amsterdam, N. Y., 
in Lowell, Mass. 

You can’t do it by itself. It has got to be fitted in with a pretty 
carefully planned program, and with a good promotional effort, so 
that you don’t just put up something and have it sitting there. 

The Cuatrman. Do you think the provision in this bill requiring 
15 percent of the loan to come from the local organizations is 
desirable ? 

Mr. Barr. No, sir; I do not. I think local participation is im- 
portant, but the way this is written means that you would have to 
have the local government, or the State government, in the act, which 
is illegal in my State and in most States, to have public funds in a 
private enterprise, or you would require your community to collect 
money through a pass-the-hat operation, in tremendous amounts, and 
in a million-dollar building, you would require $150,000 of local 
money. 

The Cuatrrman. It would be a condition precedent to getting public 
money or Government money. 

Mr. Bart. I was kind of surprised to see this coming out of this 
administration, Mr. Chairman; in effect, you are putting pressure on 
the local government to get into business, which is kind 

Mr. Mumma. Wait a minute. That is a different level than Mr. 
Eisenhower ever approached it on. He wants to get back to the local 
level. There is money in Pottsville. 

Mr. Barr. There is not a nickel of public funds in the Pottsville 
operation. That is all private funds. 

Mr. Mumma. There wouldn’t need to be in this either. 

Mr. Barr. There wouldn’t need to be. I think this language could 
be improved because it says: 

15 percent of such aggregate cost be supplied by the State or any agency, in- 
strumentality, or political subdivision thereof. 

Mr. Mumma. Division. 

Mr. Barr. Political subdivision. In other words, a city or county. 

Mr. Mumma. It wouldn’t prevent Pottsville, a corporate body, from 
raising the money. 

Mr. Barr. No, sir. It says “or by community or area organization.” 

Mr. Mumma. That’s right. 

Mr. Barr. I wouldn’t have any objection to permitting a community 
or area organization. I think that is sound, but I think that there 
are two points: One, the public language ought to be taken out. 

Mr. Mumma. I think that is a matter of interpretation. 

Mr. Barr. The public language ought to be taken out so you don’t 
have your ciy investing in private plants. 

Mr. Mumma. In that Pottsville and coal-region situation it is a 
funny thing, a lot of that employment and diversification has been 
due to the coal companies who put their surplus funds—they mostly 
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all have surplus funds—into industry. The Lehigh Valley Coal Co. 
is going into the air-conditioning business. The Reading Coal & 
Iron Co. have gone into textiles. Up around Wilkes-Barre, I forget 
what they are doing. 

Mr. Barr. Did a put them into those areas? 

Mr. Mumma. They put them in themselves, so they are trying. 

Mr. Barr. That is very encouraging. I hadn’t heard that. 

The Cuamman. I would doubt the legality of municipalities in- 
vesting in enterprises, and then I think because of the restrictions upon 
them they would be unable to do it because in most instances they are 
limited in their tax rate, investments and in their expenditures. 

Mr. Batt. They are usually broke, sir. 

The Cuarrman. They are usually broke. I don’t think there would 
be much possibility of getting them into it. 

Then when you make that a condition precedent to getting the loan 
from the Government, it throws the whole thing out. 

Mr. Barr. Then, sir, I think you in effect force the communities to 

ass the hat and you penalize the communities which have enough 
ingenuity to get this money out of private banks, or private institu- 
tions, or as we may have succeeded in doing in a couple of cases, a 
group of small-business men acting privately. 

I would hope that this provision either didn’t stay or stayed in much 
modified form. 

Mr. Fountatn. If the gentleman will yield right there, do you think 
the language is broad enough to include local banks, building and loan 
associations, and other investment institutions ? 

Mr. Barr. I don’t read it that way. I should think the language 
ought to include that, but it doesn’t read that way to me now: “or by a 
community or area organization.” 

Well, I think what they are shooting at was an industrial develop- 
ment organization, and for those communities which don’t have any, 
which had had really imaginative private investors, they are penalized, 
it seems to me. 

Mr. McVey. Would you object to State aid in this situation ? 

Mr. Barr. No. If a State has a program, particularly some pro- 
gram like the State development credit corporations, if all the New 
England States and about half a dozen others throughout the country, 
a couple in the South, a couple in the West, and I would think there 
isa great advantage in involving the State in it. 

Mr. McVey. I would think so, too, because our Federal debt is $276 
billion and the State combined debts is only $11 billion. 

Mr. Barr. I would hope that the States could be involved, but again, 
sir, the State development credit corporations are private money. 
They are set up under authority from the State legislatures, but it is 
private banking funds, so there are ways to involve the State without 
involving private money. 

Mr. McVey. I see no objection to their being involved in money, 
however. 

Mr. Barr. Well, sir, I would doubt—I don’t know what the limi- 
tations are in most State constitutions. Again, in my State, the State 
couldn’t under its constitution invest in private enerprise. I would 
hope that any State participation would come through a State de- 
velopment credit corporation, if that were possible. Generally speak- 
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ing, there are, as you know, those State development credit corpora- 
tions are set up to take nonbankable risks for promotional purposes, 
and they have been I think a great success. 

The Cuarrman. Ina highly depressed area the lending institutions 
are often in trouble because their notes are over due and their busi- 
nesses are not proceeding as usual. I don’t see any reason to put any 
condition in there that they have to get local loans. 

Mr. Barr. I think it would be much more effective, sir, if you didn’t 
have that provision. In other words, it wouldn’t tie the hands of 
whomever you are going to ask to do this job. 

The Cuarrman. We are looking for relief. 

Mr. Barr. It is a tough enough job, and I think that would limit 
its effectiveness. 

Mr. Brown. Would the gentleman yield to me? 

Mr. Barr. Certainly, sir. 

(Off the record.) 

Mr. Asutey. At the present time I take it that it is true that most 
of the efforts that are being made are being made by your industrial 
development organizations and committees. That is true throughout 
the country, I presume, isn’t it ? 

Mr. Barr. Yes, sir. 

Mr. Asniry. What is your experience in that connection? Do you 
find that in a community such as Toledo, for example, it is possible 
to properly fund and finance your industrial development committee 
to relieve a situation such as existed in Toledo up until quite re- 
cently ; that is, when we were considered a chronic surplus labor area ? 

Mr. Barr. Mr. Ashley, I think the answer to that is: It has been 
possible in Toledo, and at the same time, with the same breath I 
would say that Toledo is utterly unrepresentative as far as the areas 
we are talking about this morning, because this is a normally pros- 

erous, wealthy community, with a lot of private resources of all 
finds, technical help as well as financial. 

At the same time, I would have given a great deal to have had a 
State development credit corporation, such as North Carolina has, 
such as the New England States and New York have, in Ohio, to 
help us with those smaller developmental corporations who do not 
have ten years of earnings behind them, so that they are a good 
risk for the insurance companies and the banks and the normal, the 
regular standard channels of financing. I would have loved to have 
had a development credit corporation, and I hope we can get one 
in Ohio. 

Mr. Asuury. You feel that in the distressed areas about which you 
are speaking this morning, that Government assistance of the char- 
acter set forth in the Douglas bill is essential, but you would, T take 
it, remove that 15 percent limitation ? 

Mr. Barr. Yes. 

I think, just in answer, sir, if I may, to Mr. Brown’s point, too, 
in Georgia you have, sir, a very excellent program of technical as- 
sistance which is administered, as I understand it, by the Georgia 
Power Co. One of the most imaginative of any utilities programs 
in the country exists there, so your smaller communities have a lot 
of help available to them that is not available to many other com- 
munities throughout the country, particularly where these areas are 
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located. We don't have that situation in southern Lllinois, for 
example. 

Mr. Mumma. Do you know anything about the industrial develop- 
ment in York, or Lancaster, Pa. ? 

Mr. Barr. Yes, sir. 

Mr. Mumma. What do you attribute to that ? 

Mr. Barr. York is the cream puff of industrial development in the 
East. 

Mr. Mumma. What do they have that somebody else doesn’t have? 

Mr. Barr. They have got, first of all, a fabulous location, adjacent 
to the eastern markets, but in a smaller town. Industry likes to 
locate in smaller towns, and there is a great movement away from 
the larger industrial centers, so York is adjacent to the enormous mar- 
kets of Baltimore and New York without being in them. Secondly, 
it has got a fine German-American population. 

Mr. Mumma. Pennsylvania Dutch. 

Mr. Barr. Pennsylvania Dutch, who are exceedingly stable people 
and the employers love them. 

Thirdly, it has got a lot of community leadership. They have got 
a real imagination on the part of a few community leaders there, and 

Fourthly, they have got a particular combination of a share of lunin, 
and if you had a share of lunin in every one of these sections, you 
wouldn’t have the problem. 

Mr. Mumma. They are not over the whole country. 

Mr. Barr. That is right. 

There are a couple of other points on this loan I would like to 
make. One is the $50 million provided in the administration bill 
is too small. The Douglas bill is much more adequate in that re- 
gard, and I would like to direct your attention, if I may, to this 
chart. 

(The chart referred to appears at p. 152.) 

This is an effort to estimate the capital investment required in the 
17 major chronic labor surplus areas, to reduce unemployment to 3 
percent of the labor force, which means in effect full employment. 

We started here with population. I want to acknowledge a great 
deal of help. This study got started when I was back in the Labor 
Department, as an effort to measure the entire size of this problem, 
and I want to thank the Office of Program Review and Analysis of 
the BDS for their help in this. 

This is their latest revision, dated July 29, 1955. Here you have 
in column 1 the population of these areas. It comes up to about 
4 million people, and the labor force, a million and a half, and the 
unemployed, 190,000, which comes to about 121% percent of the labor 
force on the average. 

But notice those percentages, running all the way from 6 to 22 
or 23 percent of the labor force. 

Unemployment insurance under column 7, annual payments, are 
running around $136 million a year. 

Now, I arrived at my $200 million estimate by doubling these 
figures. These figures are only for the 17 major chronic areas. We 
have no figures for the 48 minor areas, and I am assuming that the 
48 minor areas will be about as a big problem as the 17 major areas. 
This is a very crude assumption, but I think it is a fair one. 
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The unemployment insurance, then, for both the major and minor 
areas is running us about $270 million a year, and if you were to re- 
duce that unemployment in these areas to the national average, you 
would save yourself $200 million a year, which I say is a subsidy. It 
is paid out and never seen again. 

We are talking here about loans which come back to you, so it 
seems to me it is an awfully good investment. 

Now, the number of jobs required to balance the labor force we 
estimate to be 144,000 in these areas alone. 

Now, one manufacturing job generally creates a trade and service 
job, so we divide that by two. We find 72,000 jobs are needed in 
manufacturing. 

Now, on the next page, column 10, the capital investment required 
in manufacturing—and here we figured about $15,000 per job—runs 
to about $1 million, pardon me, $1 billion. That includes both the 
brick and mortar and the machinery. Generally, the brick and mor- 
tar are only a quarter of the total investment involved, and of course 
you are asking, you are depending on your private manufacturers 
to invest and underwrite all the machinery, so they have got by far 
the biggest investment in this thing. All you are talking about 
helping is the brick and mortar, which is sound. 

Now, under column 11, then, for buildings alone, less machinery, 
you come to a figure of $271 million, and the loan capital required 
you can estimate at two-thirds of that, column 12, at $181 million for 
your major areas—$181 million total loan capital; double that to get 
the minor areas in, and it brings you to about $360 million, and 
from that I assume that $50 million, which is the Government figure, 
the administration figure is too low, and the Douglas bill figure is 
much more realistic; that is, with a $100 million of Government loans 
in there or guaranties, you ought to be able to generate $4 for every $1, 
or about $360 million needed. 

So much for this chart. 

TI think it is an unusual—it is the only effort I have heard of to try 
to measure this darned thing arithmetically, and it is a crude one, 
but I think it may be of some use to your committee, and you may 
want to include it in the record. 

The administration bill providing $50 million is too small; 20 years 
is too short a term, and 25 percent is too small participation. I can do 
better out of an insurance company. 

The CuHatrrman. What are the provisions of the Douglas bill ? 

Mr. Barr. The Douglas bill is 6624 percent for 40 years. I think 
that is far more realistic than 25 percent for 20 years. We can get 
6624 percent for 25 years out of the most conservative insurance com- 
pany in the United States for good risk. 

Mr. Mumma. Don’t you think in the insurance company the element 
of safety enters into that ? 

Mr. Barr. You are right, sir. 

Mr. Mumma. There would be less safety in the Government loaning 
the money. They would take a chance, while the insurance company 
will give you a hundred percent, if you have a triple rating. 

Mr. Barr. Not on a mortgage. On a pure less-back, they would. 
I would like to see the larger participation, sir, because you are talking 
about creating in any given town—let’s take Duluth-Superior, Minn., 
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you are talking about creating in Duluth-Superior 3,000 new jobs in 
manufacturing. You are talking about a very substantial investment. 
In plants alone you are talking about an investment of $11 million. 
Well, now, this is over a period of years. You are not going to solve 
this overnight, but let’s say you are going to do this over a period of 
years, 5 years, or something like that. I feel that the Government 
ought to be in a position to take a larger part of each loan, or gain, it 
makes it harder to work, because it is harder to raise the rest of the 
money. Seventy-five percent is a tremendous amount of the loan to 
raise through other sources. 

Now, it is too big a load. 

Mr. Mumma. There is nothing in the bill that would limit the pri- 
mary loaner to 60 percent, or whatever it is. He could take 75 or 80 
a if he wanted to, couldn’t he; that is, the insurance company 
could ? 

Mr. Barr. No. You are right. The Government could only take 
a maximum of 25. 

Mr. Mumma. I mean the other fellow could take it. 

Mr. Barr. The other fellow could take a hundred, 80, or 90. 

Mr. Mumma. That doesn’t limit him. He has the first lien. It 
depends on how big a chance he wants to take; doesn’t it? 

Mr. Barr. Yes, sir. 

Mr. Mumma. The Government is the only one that is limited. 

Mr. Barr. I think your Government is the primary lien, isn’t it? 

Mr. Mumma. No; the Government is the third. 

Mr. Carpon. Local is the third, Federal second. 

Mr. Bart. There is no limitation on that. I think if you make it 
more liberal, you make the club easier to get into, and I think you 
just have a more effective instrument to work with. 

Mr. Mumma. It would make it easier. 

Mr. Barr. That is right. You have a more effective instrument to 
work with. 

Mr. Mumma. May I ask you, do they make mining machinery in 
Duluth ? 

Mr. Barr. Mining is seasonal. When the lakes are open, they are 
fine. The rest of the year they are not. 

Mr. Mumma. What is the cause of the unemployment above the 
seasonal; is there any ? 

Mr. Barr. I don’t know, sir, unless the primary cause is seasonal. 

Mr. Berrs. You would have a hard time finding an industry to go 
in where employment is seasonal; wouldn’t you ? 

Mr. Barr. Well, sir, you change the character of employment in 
the area. You would make it harder for your seasonal employers to 
get workers. You would give much more stability to the area. You 
wouldn’t have any trouble getting workers, I don’t think. 

Mr. Mumma. Doesn’t this taconite help it? 

Mr. Barr. I would hope it would. It is pretty well down the road 
at the moment. 

Mr. Mumma. It is used in a manufacturing process; isn’t it ? 

Mr. Barr. It has an enormous future. Again, I suppose it will have 
the same seasonal characteristics as the iron mining has. 

Mr. Mumma. You would want to take the impurities out of the iron 
the year around. 
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Mr. Barr. I don’t know enough about the taconite business to be 
intelligent on that, sir. 

I would like to make a couple of more comments, one on the advisory 
board. 

In section 112, Mr. Chairman, the major procurement and plant 
location agencies are not included on the advisory board in the ad- 
ministration bill. That is Defense, General Services, Atomic Energy, 
and ODM. 

I think this is a major oversight. 

Also, I would recommend that you add a public advisory board, 
with labor and management and the financial community in the United 
States, and academic people and representative State and local eco- 
nomic developers to help mobilize private resources and people and 
ideas and money. 

Now, there are two omissions in this bill, Mr. Chairman, that I 
think are glaring, and one is the fact that the procurement program, 
the existing Government program I think has been of very substan- 
tial help, channeling contracts into areas of heavy unemployment. 

With your permission, I would like to introduce the reports, Mr. 
Chairman, on military supply contracts that have been put into labor 
surplus areas in industries. They total over the last calendar year 
$23,437,000, Mr. Chairman, the contracts that have been channeled 
into surplus labor areas. 

I. would hope that this provision would be included in your bill. 
It is included in the Douglas bill. It is not included in the administra- 
tion bill. 

That has created about 2,343 jobs for 1 year, or the equivalent of it, 
at no cost to the Government. 

The CuHarrman. I understand the witness has to take a plane. 
Do you want to leave about this time ? 

Can you think of any other point you want to make? 

Mr. Barr. The only last one I was anxious to make, I was distressed 
about the administration bill leaving out the procurement, because 
that is a program that President Eisenhower came out for in his 1955 
Economic Report. I have those procurement reports for 1955 here, 
and then the second point that the administration bill omitted, and 
the Douglas bill included, which I would hope you would include, is 
you would either include or do it through some other committee, and 
that is the tax amortization proposal. 

As nearly as I can estimate, that has led to the location of $217 
million worth of new plants, creating $11,311 new permanent jobs 
from this present Government program, at no long-term cost to the 
Government. 

I would like to put in the record the report of the Office of Defense 
Mobilization on these plants. They run to about 58 different plant 
locations, many of them which went in because of this tax amortiza- 
tion proposal. I am distressed that the administration did not have 
it in their bill, particularly since President Eisenhower endorsed it 
in his January 1955 Economic Report, and the question that occurs to 
me is, and I hope it isn’t true, whether or not the administration is 
backing off that endorsement that they gave the program in January 
of 1955. 

(The data referred to above is as follows:) 
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Mr. Barr. I would hope, too, that the defense limitation could be 
stricken out of it, because that defense limitation has certainly im- 
peded its usefulness, and in the Douglas bill the defense limitation 
is out. 

The only other point I was anxious to make was the one that Mr. 
Ashley brought up about ever-available plants built in these areas 
would vastly help lick the problem, and you said that you weren't 
limited by any of the provisions that are in this bill. 

This idea is not included in this bill, although it was recommended 
in the Sparkman committee’s report. 

Very betsy, sir, of the two bills, it seems to me the Douglas bill 
is rather the better instrument. However, I would like to see many of 
the administration bill proposals included in whatever comes out of 
this committee. I feel if you can provide loans in realistic amounts, 
at realistic terms, if you can provide technical assistance to help 
these areas help themselves, if you can provide public works, if you 
ean provide channeling of Government contracts, if you can pro- 
vide special tax amortization, if you can provide readjustment assist- 
ance for the individual worker which is provided in the Douglas bill, 
not in the administration bill, and if you can provide a workable and 
centralized and responsible administration, you will have an instru- 
ment that holds out the greatest promise of solving this critical prob- 
lem of area unemployment in the United States of any proposal that 
has ever come out of the Congress. 

I wish you every good luck. 

The Cuatrman. Thank you, Mr. Batt. We are very glad to have 
your statement. It has been very clear and very convincing. 

Now we will let you go and catch your plane. 

Mr. Barr. Thank you, sir. 

The Cuarrman. The next witness I understand is the Honorable 
James Mead, of New York, who for many years served with great 
distinction in the House of Representatives, and then he has served 
with great distinction in the Senate and our relation with him was 
such that we are always glad to see him come before our committee 
and give his views about any question we are investigating. 


STATEMENT OF HON. JAMES MEAD, OF NEW YORK 


Mr. Meap. Mr. Chairman and members of the committee—— 

Mr. Mutter. Mr. Chairman, before the distinguished commissioner 
starts, I think we ought to mention that he rendered yoeman service 
as a member of the Federal Trade Commission and now he is render- 
ing distinguished service as an official of our New York Department 
of Commerce. 

The Cuarrman. I didn’t intend to mention the positions he has 
held or the great work he has done. We are always glad to have him 
come before our committee. 

Mr. Meap. It might also be said I was also an advocate of law and 
order, since I started on the Police Force here in the Capitol. 

Mr. Chairman and members of committee, I certainly appreciate 
those complimentary remarks, both by the chairman and Repre- 
sentative Multer. 

I am here as a director of commerce for our State, to express the 
approval of the New York State Department of Commerce for the 
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principle included in this measure, and that probably applies equally 
for the principle that applies in the legislation that has been intro- 
duced, both here and in the Senate, having to do with the rehabilita- 
tion of depressed areas. 

Our principal interest probably stems from the fact that we have 
a major depressed area in our State. It is sometimes referred to 
as the entire Mohawk Valley area. 

At one time a very prosperous area, but with the glove market di- 
minishing, particularly among males, with consolidations affecting 
our carpetmaking industry, and with textiles relocating, the Mo- 
hawk Valley area, including the communities of Rome, Amsterdam, 
Gloversville, and Utica, have at times in the last several years reached 
an unemployment of 8 percent. 

Now, we wouldn’t be able to qualify under the terms of all the bills 
because for minor periods within the limitation of 18 months pre- 
scribed, particularly in one of the bills, we may have increased em- 
ployment so that it amounted to, say, 7 percent, and therefore, I would 
suggest an overall review of the provisions of these bills, together with 
a study of the areas that we are attempting to improve, because 
where an area over a long period of time is depressed, and at times 
above and at times below the prescribed percentage, it may be en- 
titled to equal consideration to a community that is just under the 
required percentage for the limit prescribed, which in one of the bills 
in 18 months. ‘Therefore, I recommend a sort of a study of that 
provision so as to take in areas where unemployment has occurred 
for longer periods, but not always of a percentage of eligibility as 
preseribed by the bill. 

New York State is well prepared to meet the requirements of the 
bill before us, and the other bills that have been introduced. 

We have a department of commerce that is both effective and effi- 
cient, and well-financed by the legislature. It can give planning, 
cuidanece, technological help, to the business community of our State. 
We have a business development corporation that is now about ready 
to make its first loan. I believe that this development corporation, 
which is created by act of the legislature and entirely financed by 
private capital, has a loaning capacity as of today of 10 or 12 million 
dollars. ‘They will help serve the business community, and so we are in 
a position to go along with the measure enacted by the Congress for the 
rehabilitation of these depressed areas. We will have a plan. We 
will have loeal guidance. We will have the required financing. 

Now, in view of the fact that I am only to give general approval 
tothe legislation, rather than recommendations for amendments and to 
furnish you with a lot of statistics, I will say to you that from my 
experience over a period of years, this is a very timely and a vastly 
important study on your part. There is great need for legislation 
of this character, first of all and above all, and from my experiences 
as a member of the Truman committee and later as its chairman, 
we require the rehabilitation of these depressed areas as an important 
uljunet to our national security. 

It is as essentially necessary that we have an industrial capacity 
that has no depressed pockets, or pools, as it is that we have a pros- 
perous agriculture or a big Army or Navy. 

We made a study, a sort of a hasty study, of some of these areas 
during the war, to see if we couldn’t get their skilled workers and their 
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empty plants making their total contributions to the war effort, and 
I know how important it was then, and therefore it is of vast impor- 
tance now, and the approach that you are giving to it, the time that 
it will require, and the results that I anticipate, will be a notable 
contribution to the legislation that will be enacted as a result of your 
study and to the legislators who participate in that study. 

It is vastly important for another reason. At the Federal Trade 
Commission we mae an investigation of an ever-increasing wave of 
mergers, that are siill in progress, and we find in almost every in- 
dustry a drift toward a few, or a fewer large corporations, leaving 
small towns without the employment that they used to enjoy. 

A study is made of a dozen or more corporations that produce a 
certain product that are now included in a vast corporation and the 
so-called expensive units are dropped, closed down, with the result 
that you have unemployment, in some cases a ghost town, so that the 
wave of mergers more than offsets the desire of certain businesses to 
locate in small communities. 

Another reason that we disclosed in our study of the merger prob- 
lem was the inability on the part of independent industry to get 
raw materials. As an illustration, and not an accusation, but com- 
monsense seems to indicate that there is a possibility when independent 
business is unable to secure raw materials such as they receive now 
from the iron ore range at Mesaba, and when we know that the giant 
corporations in that field own the fields in Liberia, Venezuela, and 
Labrador, or control them, that it will be increasingly difficult for 
the independent producer to get raw materials when business is boom- 
ing and the raw materials available is-only sufficient to take care of 
those that contro] the output. 

The lack of loans is another reason why consolidations and mergers 
are taking place. 

We had one party before us who told us that the reason he sold 
out was the inability to get long-term credit. It was just impossible 
and about 25 years ago, Mr. Chairman, a group of us met in George- 
town and there was the publisher of the World Report and News 
Week, a representative from Dun & Bradstreet, from Brookings 
Institute, from the Congress, and several others, and we had a port- 
folio of one of the big banks and the applications rejected for loans 
to independently-owned department stores, to independent industries, 
were amazing, and that 25 years ago, and the reason they were re- 
jected was that character loans are out; we are afraid the chains will 
move in and ruin the loan, and therefore they stand rejected. 

From that time on we endeavored to enact a small loan agency, and 
we were successful only when the war came on, and I am very happy 
to note that we have one now, and I hope it will be continued. It will 
be reinforced because it too fills a great need, so that, Mr. Chairman, 
the study is timely because of our national security, because it will 
lengthen the life of the independent and the small producer. It will 
provide him with long-term capital, particularly in the States where 
they now have a development corporation, and it will, I think, in- 
crease the number of States that will provide that service to their 
industries. 

It is a good time to do it, too, because not only is it necessary to 
eliminate these pools of unemployment from the standpoint of our 
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national security, but it is a good time to tackle the problem because 
we are away behind in the manufacture and production of metals. 
It will probably take us 5 years to catch up with the present demand. 
We are far behind in the production of aluminum, and in jet and 
rocket equipment, and so there is opportunity now, without any in- 
vasion of the rights of prosperous communities, to rebuild these small 
communities that are suffering from unemployment and lack of in- 
dustrial activity. 

Now, the question was brought up about the possible strengthening 
of the provision of the bill so that it wouldn’t apply to an industry 
that was going to close up in one locality and open up in another. 

I am for that. I think that the task of the legislator is to make 
that specific, and the task of the administrator is to see to it that 
it is completely and fully and adequately carried out in his regula- 
tions, but, from the overall viewpoint, there is little or no excuse in 
a democracy such as ours, with the leadership that we possess, to tol- 
erate these pockets of unemployment. 

I recall when I was on the Tennessee Valley Authority Commis- 
sion there was fear in adjacent areas that the Tennessee Valley would 
attract the industries now operating in adjacent areas, and the result 
would be an injury to our economy. 

In the building of the TVA, Columbia River Authority, St. Louis 
River Authority, and now the St. Lawrence Seaway Authority, we 
are going to provide a more healthy, more prosperous economy for 
all the country and the markets they will create, the increased buying 
power of the people that reside in them will improve the prosperity 
of communities all over the country. 

So it is an opportune time for a study of this character. It is an 
essential need of our period, and we in New York favor it generally, 
and we trust that the recommendations that have been submitted 
to the Committee will be broadened so that our depressed areas will 
be permitted to qualify. 

That is about all that I have to say, because I am restricted, as I 
told you in the beginning, to a general approval of the principle 
contained in the several bills that are now under consideration. 

The Cuarrman. Thank you, Senator. You have made a very spen- 
did statement. The Committee appreciates it. 

Mr. Mean. Very good. 

Mr. Mumma. Does Rome, N. Y., have a big air installation? Does 
it still have a big air installation ¢ 

Mr. Meap. Rome has an air installation. 

Mr. Mumma. How many people? Could you guess? 

Mr. Mxap. I don’t know. I visited Rome after the war was over, 
and when they were thinking about closing it up. I-knew then, but 
today I would only guess, but there are several thousand there. But 
that is another question that ought to be considered by this commit- 
tee, like Sampson at Geneva, in John Tabor’s district. They have a 
payroll running into millions every month. It probably represents 
the biggest investment in payrolls in that entire county. When that 
closes wp, it intensifies the Federal Government’s responsibility in the 
rehabilitation of that area, because with diversification of industry, 
with the closing up of military and naval facilities, of vast magni- 
tude, we are, by action of the Federal Government, creating unem- 
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ployment and misery in that area, and so I think that that is another 
good point to bring out in a study of this character. 

Mr. Mumma. You are lucky that it is an air installation instead 
of a naval. 

Mr. Mean. Yes. 

Mr. Mumma. The switch there was to your advantage, because the 
airpower is growing in leaps and bounds. 

Mr. Mrap. That is correct. 

It is difficult to see them close up and to see what follows, unless we 
have an instrumentality such as is included in this legislation to look 
forward to for ready relief. 

The Cramman. I may say we have a bill coming up in the House 
in a few minutes and we will have to adjourn. 

Mr. Mrap. Thank you very much, Mr. Chairman. 

The Cuatrman. Do you want to ask a question ¢ 

Mr. Multer wants to ask a question. 

Mr. Murer. Just very briefly, Senator. 

The Department of Labor service submitted to us a map on which 
they have indicated the distressed labor areas, and various categories, 
and the strange part of it is that most of these places are in the East, 
in the eastern part of the country. 

We know that for a long time there has been a very serious unem- 
ployment situation in Puerto Rico. Under a bill like ‘this, if we clear 
up the situation and bring additional industry into Puerto Rico and 
keep those people employed, it will relieve the situation all along the 
east coast, will it not, because we won’t have that tremendous influx 
of people from Puerto Rico? 

Mr. Meap. That is right. This will increase the stability of our 
labor force because it will keep them where they are if industry fol- 
lows them to where they are rather than to force them to follow in- 
dustry to where they find it. 

Mr. Mvuvrer. That will also give the Puerto Ricans a chance to 
become more skilled and be welcome where tod: iy in various parts 
of the country they try to stop them from coming in. 

Mr. Meap. That is quite right. It certainly will help in more cases 
than in the Puerto Rican case, because as you point out, it will bring 
the industry to them rather than forcing them to go to the industry 
and when they go to the industry, they go without skill, but when the 
indusry comes to them, they will develop to an extent where if they 
do leave and the chances are they won’t leave so readily, they will 
bring their skills with them. 

Mr. Murrer. Thank you, sir. 

The Cuatrman. Well, we are glad to have your views. 

Mr. Meap. I am very happy to be with you. 

The Cuarmman. The committee will now adjourn until Monday at 
10 a. m. 

(Whereupon, at 11:50 a. m., the committee adjourned, to reconvene 
Monday, April 23, 1956, at 10 a.m.) 
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MONDAY, APRIL 23, 1956 


House or REPRESENTATIVES, 
ComMMITIFE ON BANKING AND CURRENCY, 
New Houses Orrice Buriprne, 
Washington, D. C. 

The committee met at 10:20 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Chairman Spence (presiding), and Messrs. Brown, Rains, 
Fountain, Mrs. Griffiths, Messrs. Vanik, Talle, Nicholson, and Bolton. 

The Ciuatrman. Who will consider H. Rt. 8555. 

Mr. Sam Ezelle, who is the chief officer of the Kentucky State Fed- 
eration of Labor, is here to testify. 

We are glad to have your testimony, Mr. Ezelle. We know that 
you have a message that will be worthwhile receiving. You may 
proceed. 

If you have a written statement, you may proceed as you please. 
You may read it without interruption or you may make your statement 
in any way you desire. 


STATEMENT OF SAM EZELLE, SECRETARY-TREASURER, KENTUCKY 
STATE FEDERATION OF LABOR, AFL-CIO 


Mr. Ezetie. Thank you, Chairman Spence. 

My name is Sam Ezelle, and [ am secretary-treasurer of the Ken- 
tucky State Federation of Labor, AFL-CIO. 

Mr. Chairman and other members of the committee, I am grateful 
to you for this opportunity of appearing before you this morning and 
submitting reasons why the Kentucky State Federation of Labor is 
so hopeful that you gentlemen will feel it proper to enact this legis- 
lation which Kentucky now needs so badly. 

Generally, employment conditions along the Ohio River are fairly 
good at this time. You might say that in Kentucky we have a boom 
in the valley and abuse in the hills. 

This depression that is now going on today in most of Kentucky 
is an ugly and dismal condition to exist at a time when the gross 
national product is in the neighborhood of $400 billion. 

[ have for the committee’s convenience material analyzing Ken- 
tucky’s depressed areas. 

Our problem in Kentucky today, Mr. Chairman, is highlighted by 
these key facts: 

In March of this year, total unemployment in Kentucky was esti- 
mated at about 81,000, or equal to 7.9 percent of Kentucky’s labor force. 

Nationally, unemployment was 4.3 percent, so in Kentucky we are 
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just about double in unemployment. Our rate in Kentucky, for in- 
sured unemployment was 8.2 percent in March compared to a national 
average of 4 percent. The rate of insured unemployment exceeded 
15 percent in 8 areas of our State—over 15 percent unemployed. 

Insured unemployment in Kentucky has been about double the na- 
tional average right now, since late in the year 1953. This high rate 
has been partially the result of depressed conditions in the mining 
industry, construction setbacks, due to some degree to the cancer scare 
in the tobacco industry, and more than usual fiuctuations in distilling 
and segments of the machinery industry. 

At the present time the State of Kentucky has 11 areas, covering 30 
of the State’s 120 counties, that are classified by the United States 
Department of Labor as “areas of substantial unemployment.” 

Six of these 11 areas are in sore economic straits because of the coal 
industry. Unemployment in most of these areas is of a long-standing 
nature, but underemployment and lack of labor force participation 
are also important. 

Areas of substantial unemployment are dramatic and they are eye- 
catching and spectacular, but Kentucky’s major problem is under- 
employment and underutilization in the basically rural areas of our 
State. 

I mean by underemployment these people weren’t employed to begin 
with. These people have been operating farms. They have been 
operating as farm laborers. They were never eligible for unemploy- 
ment compensation. They were never in the labor market. We esti- 
mate now that there are 96,000 women and 79,700 men either unem- 


ployed, ap ap or not in the labor force in Kentucky, who 


would be available for employment or other jobs. 

Lack of jobs for its surp!us workers in Kentucky resulted in the net 
outmigration of 210,276 | pacbctn pet between 1950 and 1955. 

Now, between 1940 and 1950, the census figures showed that we lost 
a half million people in Kentucky. We used to have 11 Congressmen. 
Then we had 10. Now we have only eight. We lost a half million 
there in that decade, and already since 1950 we have lost over 200,000 
more, people who leave our State and who go to Ohio or who go to 
Detroit, and most of them to Detroit or Cleveland, industrial centers 
of the North, the East, and even out into Tennessee, seeking employ- 
ment. 

Manufacturing offers employment for less than 5 percent of the 
population in 97 of our 120 counties. Think of that. We have 120 
counties in our State; only two States have more. Out of 120 coun- 
ties, in 97 of them there is employment in factories for less than 5 
percent of the counties’ population. 

The Kentucky economy lacks an industrial-agricultural balance. 
This isn’t necessarily bad when farming is in the high-income class, 
but here is what is happening in Kentucky : 

In almost half of our counties, 25 percent or more of the commercial! 
farmers—I am not talking about farms where the fellow works in 
town and has a little farm he runs on the side but the commercial 
farms sold less than $1,200 in products during 1954. 

In 57 counties—we are talking about sale, gentlemen, we are not 
talking about profit. This is sale. This is gross sale. In 57 of our 
counties all that they would get in on these commercial farms is $1,200 
annually. 
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This indicates that many people are working on low-income farms. 
This issubsistence farming. That is all you can call it. 

When you couple this fact with the few industrial opportunities, we 
find very serious effects on Kentucky’s income position. 

Now, a word on our per capita income in Kentucky. It was $1,187 
in 1953. That is only 6914 percent of the United States average of 
$1,709. There were $9 counties with per capita income below $1,000, 
while in 23 percent, or rather, while in 23 per capita income was actu- 
ally less than one-third of the national average, and I have submitted 
for the committee’s convenience certain figures over here in a graph 
showing the income. 

You will find over here in the eastern part of this attached graph, in 
table 3, Martin County, per capita income for 1953, $368. That is our 
very lowest, but there are some other low ones here, too. 

Knox County, $455; Laurel County, $604; Wayne County, $506; 
Clinton, $481. So that is the reason why we say that we have a boom 
in the valley and a depression up in the hills. 

As a matter of fact, you know we have always had the problem of 
revenuers up there in the mountains. I don’t think they are dissatis- 
fied with the brands on the market and just want to try something 
different. What they are actually doing in making their own whisky, 
they are trying to bring in a cash crop. They are trying to get some 
cash for the family budget that they don’t now have. 

Of course the law frowns on that. I was possum hunting not long 
afier in Livingston County, between the rivers in western Kentucky, 
and we ran across a still in full operation. The fires were still going. 
We beat it. It is time to leave. You don’t want to be seen there. You 
are considered an outsider if you are from another county. 

What those people are trying to do is to get some money. They are 
not risking going to the Federal penitentiary to make their own whisky 
for their own taste. They need some money and need it badly. They 
are resorting to that as a medium for getting it. 

Further reflection of the economic problem in some areas, and to 
me this is as startling as anything that any statistic that we have dug 
up in Kentucky reveals, 294,897 people in our State are eligible for 
surplus commodity foodstuffs in April 1956. Our population isn’t 
quite 3 million. This is 10 percent of the population of the State of 
Kentucky today, which is eligible for charity, which is eligible for 
surplus commodity foodstuffs in order to live. 

You can go to Louisville today and you will see a very prosperous 
city, and you can go to Lexington, and you will see another prosperous 
city, and your home up in northern Kentucky, in Covington, Mr. 
Chairman, but when you get up in the mountains, away from the beaten 
path, except for an occasional TV aerial and except for a changed 
radiator on the automobile that goes down the highway, in the looks 
of the faces of the people up there in the mountains you see depression, 
the same look we saw on people’s faces in Hopkins and Christian 
counties, where I lived as a boy, when the great depression came. 
Those people are impoverished. You have to see it. They look it. 
Chey are not getting proper food, they are not getting proper housing, 
or proper medical care, they are not wearing decent clothing. We 
have a depression in Kentucky. 

In the Hazard area, which is down in the southeast, you know, in 
Kentucky, in the bituminous area, 54 percent of the people in that 
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area, over half, are eligible for surplus commodity foodstuffs—over 
half the people in that whole area there are eligible. Their county 
judge in the fiscal court determines eligibility. They can get charity 
in order to live. 

Depressing though it is, in some respects the Kentucky unemploy- 
ment problem of too few jobs will become more pressing in the future 
years. It is not only that there are more people, the biological proc- 
esses being what they are, our population is increasing, but in addition 
there are certain technological developments in Kentucky which we 
see which are displacing people. You can go to the coal mines that 
strip coal today and see 50 men doing what 500 men did a decade and 
a half ago. 

Not long ago I visited the Corning Glass plant in Kentucky. A 
vear or 2 ago women stood beside this conveyor and placed little bulbs 
in cartons. Now only two people do that. They have found a ma- 
chine which operates on a compressed-air principle, and as the little 
bulbs come down the rack, air turns them rightside up and drops them 
into the holes in the carton. Two people do the work that 23 used 
to do. 

That is typical all over the State, in the construction industry, all 
these technological developments, bricklaving devices. Now they set 
brick up instead of using hod carriers. The use a forklift to displace 
people. 

Due to our technological development, and the displacement of peo- 
ple, forcing migration, we need a good many additional jobs, not just 
to make progress but to stay where we are. 

This statement was prepared for the purpose of setting forth some 
basic economic facts about problem areas in the Kentucky economy. 
It is believed that the data analyzed will point to the need for greater 
increased industrialization in most Kentucky areas. 

Attention is given to rates of unemployment in areas classified as 
having substantial unemployment. Major emphasis, however, is 
placed on areas in which there is a scarcity of job opportunities and 
great underiutilization of the labor force. 

We point to the fact that in the Nation today about 34 percent of 
the work force is now composed of women; 34 percent, and nothing 
like that is true in Kentucky, and there is an accompanying graph 
which will show you a very small percentage of women in Kentucky, 
in spite of the fact that many women are used in the distilling in- 
dustry in packaging and many women are used in the tobacco industry 
in packaging, and we have quite a bit of garment industry in Ken- 
tucky, they are small, but they do the State fairly well. 

In spite of these factors, Kentucky is far behind the national aver- 
age in the employment of women in the work force. 

Kentucky has 11 areas, including 30 counties, that are now classified 
as having substantial unemployment. Six of them, as I have said be- 
fore, are coal: Corbin, Hazard, Harlan, Madisonville, Pikeville, and 
Prestonburg, slackness in the coal mining industry and others, such as 
Morehouse, layoff in the clay industry ; men go underground and mine 
this hard clay that looks like flint. They mine it from under the coal, 
as you would mine coal, with a slope mine, and when they get it to 
the surface, they convert it into refractory fire brick. This industry 
employed 2,300 men until recently. Now there is a depression in that. 
I don’t know, they said it is tied to steel. For some reason or other 








~~ CO RR ~m—= i —_— 


'. 


AREA ASSISTANCE ACT OF 1956 167 


layoffs in the clay industry have been very sharp, east of your home 
in northern Kentucky, Congressman. 

I mention the more-severe-than-average cutbacks in the distilling 
industry. These are luxury items. I don’t know whether people are 
forced to choose between buying food for the table and distilled spirits 
and they slack off on the luxury items or what, but setbacks have been 
rather harsh. 

We have other items, one down near Henderson, where Camp 
Breckenridge shut down and caused depression in that area. 

The atomic energy plant in Paducah has played out. For a time 
they employed 20,000 workmen. That played out. They brought 
people into Kentucky from the South and West. IL never saw so many 
people, with trailers from Alabama, Louisiana; they came in and 
worked the job south, and there they sit, causing no minor depression 
there in the purchase area of Kentucky in the extreme west. 

The Cuairman. When did this depression start / 

Mr. Ezetie. 1953, Mr. Chairman. It reached a rather severe stage 
then and has continued until this time, with no hope in sight for relief. 
It is about 3 years old, sir. 

The CHatrman. What has been its course ¢ 

Mr. Ezetxe. It has gotten progressively worse. 

The CHarrMan. Worse / 

Mr, Ezexie. Yes, sir. 

The CHarrmMan. It is worse now than it has been at any other time 4 

Mr. Ezeiie. Yes, sir. Another thing is true in our State that a lot 
of our people go north and they work in the automobile industry, and 
when there is a layoff up there in Detroit, these people come back to 
Kentucky, you see. They are out of work. They come home. That 
is why we were glad to see Mr. Reuther inaugurate his annual wage. 
That will help our State back in Kentucky. 

Then the cancer scare, to some degree it affected the cigarette manu- 
facture in Kentucky. There is no question about it. The industry 
has been increasing about 2 percent a year and then it went down 
~ percent a year. 

The Cuarrman. What has been the reason that coal mining has 
decreased? Has it been purely technological improvements ¢ 

Mr. Ezeiie. Well, Mr. Chairman, the consumers’ buying habits 
have changed so greatly. They are bringing gas in now in the pipe- 
lines, and people are having gas installed in their new homes now. All 
of these new housing projects you see built, they are not heated with 
coal. They are heated with gas. Some even are heated with elec- 
tricity, and so the homeowner is turning away from coal to other 
sources of fuel, and then you know what the railroad industry is doing. 
After the coal industry built several of the railroads, including the 
L. & N., now these are changing, and I don’t blame them, they are 
changing to dieselization. It is displacing workmen. They require 
less maintenance, but it is also displacing the bituminous coal miner 
too because he isn’t needed in that process at all. They don’t care 
about him any more. They are using diesel oil. 

The Cuamman. That has done away with the old roundhouse on 
several railroads. 

Mr. Ezetie. That is right. 

The Cnatrman. They employed great numbers of men. 

Mr. Ezevie. That is true. 
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The CuatrMan, It has caused the layoff of great numbers of rail- 
roaders because 1 of those diesel engines would haul as much as 3 
steam locomotives. 

Mr. Eze.ir. That is right. They have those A and B units in 
diesel locomotives. GM makes them, Fairbanks Morse and American 
Locomotive Co., and they just keep adding units. They just keep 
adding A and B units. They can pull as much as they want. 

The CHatrman. How are we going to revive the coal industry? Do 
you think that can be done? 

Mr. Eze.xe. Sir, I would like to see the Federal Government do 
more research in projects to ascertain what we can do with coal. We 
have a lot of coal, and cther things can be made from coal. Coal 
doesn’t necessarily have to be used as a fuel. It can be used in making 
synthetics, and they can burn it underground and convert it into gas 
and use the gas. 

Mr. Rarns. If I may interrupt the witness there, Mr. Chairman, 
down in my State, Alabama, there is a project being carried on jointly 
by the Bureau of Mines and by the Allah Power Co., for a good many 
years of research in which they gassify the ccal underground, and 
instead of bringing it out as coal, they bring it out as natural gas. 
The experimentations have been going on for several years, and they 
are quite successful with it. 

The Cuatrman. Can that compete with the natural gas? 

Mr. Rarns. I don’t know that. I know each year we try to get 
another appropriation for the Bureau of Mines to continue it. 

Mr. Ezetxie. Of course, Mr. Chairman, another thing that we can 
do up there in that area, we need to get an industry up there that will 
employ large numbers of workmen, such as the textile industry. 

Mr. Rarns. I advise you, coming from a textile State, don’t be 
too anxious to get those. They are in the same shape that the coal 
industry is in. I think Mr. Nicholson, from New England, will tell 
you that. The textile industry is on shaky ground most of the time. 

Mr. Ezrtir. We need to get something up there in eastern Ken- 
tucky, if we are going to solve the problem in one fell swoop. We 
need an industry which will consume a great amount of coal and take 
the coal out of that bituminous area up there. 

The Cuarmman. This bill provides that the Government will lend 
25 percent of the amount that is needed to build a plant. Then as the 
condition of getting that loan, there must be 15 percent come from 
the local area, the local subdivision. 

Say it would take a million dollars to build a plant, the Government 
would loan $250,000. You have to get $150,000 locally. Now, there 
are no big cities up there. 

Mr. Ezexxie. That is true. 

The Cuarrmman. There are no rich areas where that money could be 
raised, and if it isn’t raised, it would preclude them from getting thie 
loan from the Government. 

Do you think that is a practical matter ? 

Mr. Ezetue. I wouldn’t think so, Mr. Chairman. They don’t have 
the money up there. The subdivisions don't have the money. 

The CuHarmman. There is no center of population up there. Not 
only the mines are down but counties are poor. That section of the 
State is poor. It would be perfectly impossible for them to get any- 
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thing like what is contemplated locally, if locally means the local area, 
and that is what I think it means. I don’t think the State will appro- 
priate big sums of money for one area which will be paid largely by 
others. States don’t operate that way. They might get it here, but 
they won’t appropriate it themselves. It seems to me that is a prac- 
tical thing. There ought to be no condition about where they get 
the balance of the money after the Government makes the loan; if they 
can get it anywhere, it seems to me that ought to be sufficient. ‘ 

Mr. Ezre.ue. Perhaps there could be inaugurated a plan of training 
the people up there, too. The men are trained in coal and nothing 
else, but if we could have a training program, with perhaps some 
financial assistance from the Federal Government, to see it through 
and to train these people into skilled and semiskilled operations, we 
might attract more mi thon up there, also. 

I think I painted the picture fairly accurately. As a Kentuckian 
I am sorry I can’t paint a prettier picture about our State to a com- 
mittee whose chairman, of course, is from the same State, but things 
are bad back there in our State. They have no sign of getting better. 
We will have to have outside assistance to do the job, and again, in a 
nation which has a gross national product of $400 billion a year, it is 
inconceivable that we would allow such a large area as we have in our 
State to exist on emergency rations, so to speak. 

The Cuairman. The object of the law is to do justice. It seems to 
me the law is a failure in some respects, where there is great prosperity 
in one section of the Nation and the deepest poverty in another. ‘There 
is certainly something wrong in our economy when that takes place. 
We should find some way to remedy it. 


I am glad you, who represent the people who are most interested, 
those who labor, are taking a great interest in this. 

Mr. Ezetie. Thank you, Mr. Chairman. 

If there are no questions, I am through with my presentation. 

The Cuatrman. I suggest we insert your graphs in the record, if it 
can be done, because they contain some information that is very useful. 

(The graphs follow :) 
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TABLE 1.—Unemployment and potential labor supply for Kentucky areas 





Insured unemployment | 
2 Rate of un- 
March 1956 employment | 


} | from covered 
| | industries 
poke ag | (including | Percent 
aetna of exhaustees) Number | of 1955 
claimants | March 1956 | population 


Potential labor supply 
February 1956 








Local office area 








State total 33, 289 
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TABLE 2.—Selected indicators of need for Kentucky employment expansion 





| Net migration 1950-55 ! 
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TABLE 3.—Selected indicators of Kentucky economic needs by area 
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1 Some areas and some counties in other areas apparently do not participate in this program. 


The Cuairman. Amongst the States of the Union, Kentucky needs 
help as much as any of them, doesn’t it? 

Mr. Ezreuxe. Yes, sir. That is true. We are 47th in education, 
44th in per capita income. For awhile we were badgering for first 
place with West Virginia in unemployment. 

The Caiman. That is a contest we don’t want to get into. How 
do we stand now in unemployment ? 

Mr. Eze.xe. It changes almost on a month-to-month basis. We are 
very close to the top. I know that. We are second or third, I would 
say. 

The CHarmman. It seems to me we are in a singularly deplorable 
condition because those people who are unemployed have had but 
one occupation and that was mining coal. If we have to give them 
other employment, they would have to be trained. It seems to me any 
other employment would be agreeable to them because I know some 
of them in the old days used to go into the mines before the sun was 
up in the morning and come out after the sun was down at night and 
they hardly ever saw the sun. 

Well, unless there are further questions, we are very glad to have 
your views, Mr. Ezelle. 

Mr. Ezelle. Thank you, Mr. Chairman. I thank the committee 
and yourself. 

The Cuatmman. You have given us some facts about our State 
which are not very agreeable to hear, but we ought to know. 

We thank you. 

Call the next witness, Mr. Clerk. 

The Crerk. Mr. Chairman, the next witness is Mr. Solomon Barkin, 
director of research, Textile Workers Union of America, and he is 
accompanied by Mr. John Edelman. 
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STATEMENT OF SOLOMON BARKIN, DIRECTOR OF RESEARCH, 


TEXTILE WORKERS UNION OF AMERICA; ACCOMPANIED BY 
JOHN EDELMAN 


Mr. Bargin. Thank you, Mr. Chairman, and members of the 
committee, 


The Cuarrman. You may proceed as you desire. 

Mr. Barkin. It would be helpful, Mr. Chairman, if my statement 
were included in the record, and I restrict myself to highlighting 
what is in the statement. 


The CHarrMAn. Your statement may be included. You may com- 
ment on it. 


(The statement follows :) 


STATEMENT OF SOLOMON BARKIN, DIREcTOR OF RESEARCH, TEXTILE WORKERS UNION 
or AMERICA, AFL-CIO 


We are much encouraged by the present interest in providing Federal assistance 
to depressed areas. This concern for the well-being of the people in the chron- 
ically distressed communities has been slow in coming. But we are heartened 
by the fact that the representatives of both parties have finally determined 
that Federal action is timely and imperative. The local efforts are insufficient. 
The principle of Federal responsibility in the field of local economic recovery 
is now clearly recognized even though there are major differences in approach 
and in the amount of Federal assistance, guidance and moneys which the pro- 
ponents of the respective plans are willing to grant for this project. 

We are troubled by the conviction that the philosophy underlying and the 
provisions of H. R. 8555 will frustrate efforts in this field rather than provide 
the help that is truly needed. Hope will be awakened among the distressed 
communities that real assistance will be offered and that the Federal Govern- 
ment is starting an all out drive to help them in their economic rehabilitation. 
But the provisions of the bill are not sufficient to back up this promise. 

We are anxious to see such changes in this bill and that of the Douglas bill 
(S. 2663) which will guarantee an effective workable program of assistance and 
leadership to the distressed areas. We have previously been assured of Federal 
assistance but the Government failed to implement these promises. Candidate 
Dwight D. Eisenhower assured the citizens of New England and particularly 
Lawrence, Mass., in 1952 that the communities would be helped. The Federal 
administrations since 1950 have issued several administrative and Executive 
orders designed to give preferential considerations to the needs of these com- 
munities. But few practical results followed. 

Gestures in the direction of assistance are not enough. We must end the 
wastage of human and national resources. We can ill afford to continue this 
traffic in human hopes. An effective program must be substituted for vague 
promises and generous speeches. The program must be an effective one which 
will help in the practical economic rehabilitation of these areas. H. R. 8555 
is insufficient to accomplish this purpose. It must be modified so that its philos- 
ophy and provisions more nearly reflect those incorporated in 8S. 2663. 

We need effective legislation to offset the disillusionment which has set in 
from the failure of administrative action to help in the rehabilitation of these 
ureas. Congress can redeem this Nation’s record through positive action. We 
believe that the program of economic reconstruction for depressed areas must 
occupy as significant a place on the calendar of congressional action as the 
programs of aid to foreign countries. The latter are designed to rebuild the 
economies of our allies and neutral nations so that they can better fend off 
external and internal communist and totalitarian aggression. Programs for 
domestie reconstruction of depressed areas will help create the economic re- 
sources from which the funds for such assistance can be derived. 

Both H. R. 8555 and 8. 2663 recognize the true nature of the problem presented 
hy the depressed area. The former declares that these areas are characterized 
hy “substantial and persistent unemployment * * * (which) causes hardship 
to INany individuals and their families and detracts from the national welfare 
by wasting vital human resources.” In S. 2663 there is recognition of the “present 
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existence of excessive unemployment in certain areas of the Nation is jeopardiz- 
ing the health standard of living and general welfare of the nation.” Our goal 
for our domestic economic program must be at least as high as that for our 
foreign assistance program. The President of the United States declared in his 
message on the mutual security program that we seek to develop “a society 
marked by human welfare, individual liberty, and a rising standard of living.” 
Only an effective program of assistance to the distressed areas can help realize 
this objective. 
FEDERAL LEADERSHIP VITAL 


Two basic deficiencies are evident in H. R. 8555. First is the refusal to 
provide Federal leadership and adequate financial aid in these programs. The 
second is the determination to make this a subordinate program by rejecting the 
principle of an independent administrative agency and placing this activity 
in an established agency devoted to very different functions. The existing de- 
partments have shown little determination or inclination to promote an all-out 
program of economic rehabilitation, nor have they any sympathy for Federal 
leadership in this area. We have great fears that the assignment of this re- 
sponsibility to present agencies will severely limit the activities, and enthusiasm 
and imaginative initiative required for effective work in this field. 

Federal leadership is vital in promoting the economic rehabilitation of the dis- 
tressed areas. Unfortunately H. R. 8555 does not recognize this principle. 
As a matter of fact it is constructed on a very different principle. In the words 
of President Eisenhower it seeks to assist “communities to help themselves.” 
The “major responsibility in planning and financing the economic redevelopment 
of their communities must remain with local citizens.” 

The dependence on local initiative, we contend, is insufficient and even unsound. 
We have relied upon such efforts in most communities now considered distressed 
and they are inadequate. Such local efforts have been so limited that the chal- 
lenge of economic rehabilitation of distressed areas has become a national 
problem. Would it have become a national issue if local efforts were sufficient ? 

The continued emphasis on local efforts reflects an inadequate grasp of the 
difficulties and the size of the problem. H. R. 8555 represents blind rejection 
of the lessons we have learned during the last 10 years on the need of Federal 
leadership. It suggests that the authors were more intent on providing a cynical 
gesture of interest rather than a real program of assistance. The need is to 
supplement or substitute for inadequate local efforts or the absence of local 
efforts because the greater national interest dictates that the continued distress 
is destructive of the national well-being and at variance with the commitment 
under the Employment Act of 1946 that “it is the continuing policy and re- 
sponsibility of the Federal Government * * * to coordinate and utilize all of its 
plans, functions, and resources for the purpose of creating and maintaining * * * 
maximum employment.” 

We do not have maximum employment while we have chronic unemployment 
in these distressed areas. The Federal Government cannot escape responsibility 
by merely passing the onus to the inactivity of the local group. It has an obliga- 
tion to provide leadership and assistance to assure their economic rehabilitation 
through direct intervention and leadership when the local communities fail. The 
broader national interest dictates that such positive steps be taken. 

We cannot endanger our entire economy through the deficiencies and in- 
adequacies of sectors thereof. We are recognizing this challenge in the field 
of agriculture. Setbacks in this area are endangering our stability and progress. 
We similarly must face up to the seepages in our economic structure occurring 
in the distressed areas and demand immediate Federal action to avoid the eco- 
nomic reversals of broader magnitude. 

We are suspicious of the motives of H. R. 8555 because its spokesmen have 
defined the problem as well as the proponents of broader action. But they have 
not constructed a program which is equal to the needs. Mr. Arthur Larson, Under 
Secretary of Labor, declared that the “Federal Government should concentrate 
on aiding localities where the situation is of long duration.” The program is 
then to be directed to meeting not minor recessions or difficulties but basic struc- 
tural ones in areas suffering from persistent unemployment and economic inactiv- 
ity. Palliatives and temporary relief are insufficient but broad programs of 
assistance are needed. The short-comings of the H. R. 8555 will become even 
more evident if we spell out the characteristics of an area beset by these long 
run problems. 
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CHARACTERISTICS OF DISTRESSED AREAS 


First it is an area which has lost historic locational advantages. ‘The losses 
in employment were far-reaching so that large pools of unemployment have 
persisted for long periods of time. The reasons for these reversals tend to be 
most fundamental. Vast economic, social, or competitive factors have disturbed 
the stability of the prevailing industrial and employment structure. Plants 
have been closed ; and older employments have virtually disappeared. The newer 
industries and employers have not recognized advantages which would encourage 
them to move into or be established in the area. 

The disappearance of locational assets may have been due to many factors 
well beyond the control of the community itself or the very employers who were 
forced to contract or close their operations. In the majority of cases, the plant 
closing has not been accompanied by migration. They represented a contraction 
of operations. The closings and shrinkage may well have been due to the ex- 
haustion of mineral or natural resources, changes in consumer habits which 
have diverted demand from this to other products; shift in market locations; 
newer technologies and materials which may have made existing sources uneco- 
nomic and processes obsolete; tariff policies which originate in Washington or 
Geneva which may make it impossible for the local plant to compete with im- 
ports; or subsidies or differential inducements offered by other communities 
which would include tax exemptions, aids in financing construction or machinery, 
attractive terms for expansion or vigorous anti-union policies. 

We may incidentally note that the new technologies are likely to increase 
the rate of plant Closings, since the henefits to be obtained from new plants 
designed to incorporate the latest technological developments are so huge and 
the economies of new plant construction methods and materials are so impressive 
that Management may find it more economic to abandon older plants and substi- 
tute newer structures for them in different areas. The problem of distressed com- 
munities resulting from such abandonment is likely to be intensified and become 
aun integral part of the normal experience of industrial areas. 

The problems of a distressed community are structural rather than super- 
ficial. A solution must look to the redevelopment of the area and the careful 
promotion of new locational advantages which can become the nuclei of economie 
growth. A new economic structure has to be built to encourage new enterprise. 
‘The construction of a new plant site or the rehabilitation of an industrial property 
is not enough. Real economic redevelopment requires prolonged exploration and 
planning for long-term growth. Such a project the local communities have 
seldom undertaken and are not prepared to launch. Only a Federal ageney with 
these specific objectives in mind can provide the initiative, technical help and 
financial assistance which will encourage this type of growth. 

We have enough experience to know that private enterprise can do this job 
if it is so minded and can see specific advantages for itself in a specilic area. Our 
problem is not with the communities and areas where private enterprise is doing 
or can do the job. Our task is to stimulate and assure the consummation of 
programs for rehabilitation in areas where private enterprise and local endeavors 
have been insufficient. These exist in the chronically distressed areas for which 
the present legislation is designed. 

Second, it is an area where local enterprise and initiative have usually been 
smothered and repressed by the existence of persistent and chronic unemploy- 
ment, or may not even have been encouraged. Areas suffering from prolonged 
unemployment are like individuals who have been physically ill or unemployed. 
They lose heart and courage. They become resigned and discouraged. Their 
spirit has been knocked out of them. Their physical energies have been drained. 
The failure of the previous efforts tends to discourage newer efforts. They can 
not be relied upon to act for themselves. They are like unemployed persons wlio 
need the outside help of a professional agency dedicated to correcting this attitude 
und providing them with specific guidance and courage and assistance. Outside 
assistance can only come from the Federal Government. 

Many depressed communities have been without experience in successful inde- 
pendent local enterprise. The communities, like those in the textile and coal 
industries, have usually been single-industry towns and areas where a single 
group of employers, usually absentee in character, have dominated the area. 
The communities have been governed, dominated, and directed by the manage- 
nents and representatives of these absentee owners. They have not encouraged 
independent action. They are not likely to have many civic organizations, or 
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professional or middle classes with the initiative and daring, or trade unions 
with the experience to undertake so vast an effort at economic rehabilitation. 
These small communities have been so accustomed to having the lives of their 
people and their economic destiny directed by these representatives of outside 
interests, that they have been left without the resources for self-assertion in a 
crisis. The lessons of the present distressed areas should not be misseu by the 
prospering communities in our country which are characterized by similar con- 
ditions at the present time. It is important to change these characteristics and 
to eliminate this industrial domination while there is a chance and while the 
crisis is not upon them. 

We can ofter you many illustrations of textile communities where the people 
have been unprepared for the disasters which have befalien them because they 
have had no past experience with stimuiating local enterprise or economic 
opportunities. The fault does not lie with these people. The large outside 
enterprises repressed them and prevented opportunities from arising. Low 
wages had long kept the people submerged. ‘Lhe best proof that the human 
material is rich, and that it is the climate created by these enterprises which 
prevented initiative, is that many more venturesome individuais have left 
these communities and established impressive successful businesses in other parts 
of the country. 

Any program, therefore, which assumes that all communities can initiate and 
undertake the responsibilities for local economic rehabilitation is starting from 
a wrong premise. Moreover, it is punitive in its conception, since it would 
penalize the more submerged communities which need the greatest amount of 
outsiue help. 

Third, it is an area which has low financial resources and is, therefore, least 
vapable of raising the capital required for these long-term, bold programs for 
rehabilitation. ‘Lhe very fact that unemployment has persisted anu become 
chronic has meant that the community’s tax rolls have suffered and its financial 
resources have been drained. It is not as capable of financing its own programs 
as are the more prosperous communities. The philosophy underlying the present 
program seeks, therefore, to withhold help from the needy and reward with 
assistance the less critical areas. 

H. R. 8555 has not faced up to the economic realities of the distressed areas. 
The authors have begrudgingly accepted the principle of assistance, but have 
not recognized that the economic reverses have left these communities least 
financially capable of acting. ‘lhey need investments in public services and 
facilities, investigation, model projects, and the planting of nuclei industries. 
These cannot be provided, or even adequately conceived, by the distressed com- 
munity which has been left stranded by economic reverses. 

Fourth, an economically distressed area is seldom a single community. It 
extends beyond a political subdivision and includes a geographical region. It is 
usually coexistent with a full labor market. If economic assistance is to be pro- 
vided, it must be conceived on a larger pattern than a specific municipality. The 
program must be planned for an entire area. The distress affects the entire area 
since people are recruited from different parts of the labor market area. It 
cannot be localized to a limited area, as is proposed in H. R. 8555, section III 
(A and B). 

S. 2663 has a broader definition in that it sets no such restriction and the area 
which can be selected for the organization of local committees may more truly 
correspond to the economic bounds of the full region. In continuing the present 
practice of relying on restricted, existing political subdivisions, the failings in 
the present programs will be perpetuated. The purpose of the legislation will be 
largely negated. 

Three deficiencies of present programs require special mention. First, many 
of them are modest because they are conceived in terms of a small, local develop- 
ment for local residents, whereas the actual employees formerly engaged in other 
employment may reside in other political subdivisions. Second, the plans invite 
competition among political subdivisions, which often encourages an emphasis 
on subsidies rather than constructive programs. Third, they prevent full ex- 
ploitation of the economic resources of the area and the opportunities for con- 
structive redesign of the locational characteristics, since such broader programs 
often involve sites outside the immediate political subdivisions eager to solve 
their problems. Only by dealing with the area as a whole can adequate programs 
be developed to meet the challenge. 
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DEFICIENCIES OF STATE GOVERN MENTS 

One of the basic deficiencies of H. R. 8555 is contained in section 106 (8) 
which requires programs to be approved by the “State or any agency, instru- 
mentality, or local political subdivision thereof,” which would have to make a 
positive finding that “the project for which financial assistance is sought is 
consistent with such program.” 

All of us who have followed the procedures adopted by State governments 
know that this proviso is fatal to the entire program. Many State governments 
have no interest in industrial development. In fact, we can run up a list of 
States which have resisted such programs or have shown little interest in them. 
The agricultural complexion of many State governments has biased their execu- 
tive and administrative personnel against such undertakings. Development com- 
missions have become advertising bureaus for their lakes and vacation resources 
rather than planning bureaus for industrial development. It would be fatal to 
this entire undertaking to enable them to veto efforts in this field. 

The Journal of Commerce in an editorial on April 5, 1956, declared that the 
“Administration is not entirely consistent in requiring State approval of projects 
under the area-aid bill, for it proposes to bring the Federal housing law into the 
plan, including provision for sewage, water facilities, and the like and these do 
not require State clearance. Dealings are directly with appropriate local en- 
tities as in the case for urban renewal programs, except in situations where State- 
matched funds are involved.” Two State governors, the newspaper further adds, 
declared that the “States ought not to be permitted to veto it or to exclude the 
otherwise eligible labor surplus areas in their borders from benefiting, once the 
plan is adopted by Congress.” Governor Leader of Pennsylvania suggested that 
the Federal Government should work through States which were themselves 
working effectively in the field, but where they were not, the Government should 
reserve the privilege to work with appropriate local entities. 

The basic fact is that there are States as well as local communities which 
will discourage or will refuse to take action or receive assistance. The domi- 
nant leaders of the areas may refuse to act. They are often able to take this 
position by diverting local attention from the true issues and using smoke screens 
to hide their motives for refusing such action. Our national economic interest 
and the well-being of the thousands of innocent victims demands that neither 
the backward State nor the community should stand in the way of needed 
economic recovery. 

H. R. 8555 will allow State and local grouns to veto the intent of the economic 
rehabilitation of distressed areas. While these provisions remain basic to the 
program, we can only declare that we suspect the motives of the supporters, for 
they must know that they cannot effectively rehabilitate communities if they 
face this hurdle. 


LOCAL RESISTANCE TO ADEQUATE PROGRAMS DEMANDS FEDERAL LEADERSHIP 


Your own committee has had sufficient evidence that many local development 
groups are led by men determined to hide their community’s problems from the 
publie’s gaze. They are concerned with sick economies but refuse to acknuowl- 
edge them. They are laboring under the impression that if they seek new 
businesses quietly and entice companies to move from existing sites that they 
will solve their problems. 

This “conspiracy of silence” has been fostered by short-sighted realtors who 
seem to dominate these local development boards. They are accustomed to 
dealing with small business problems rather than the challenging tasks pre- 
sented by a depressed area. They are seeking minor additions to emnlovment 
as relief rather than programs for long-term growth. They are so blinded by 
their dogmatism in economic philosophy that they are sacrificing the economic 
well-being of the communities which they pretend to represent. Instead of press- 
ing for economic growth, they are obsequiously seeking businesses to locate in 
their midst. Therefore, they fall prey to intimidations by strong outside powers. 

The business community in many of these depressed communities have, as a 
result, carried on a campaign against Federal assistance. The best example 
is that of New England where the New England Council decided to oppose these 
bills. It took the position that the responsibility for the development of em- 
ployment opportunities should remain primarily at the local level. The irony 
of this position is that New England is one region in which many communities 
have remained on the distressed list for years and many of them are still on it. 
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Local committees and assistance have proved inadequate because the conceptions 
and personnel have been insufficient. Yet the New England Council, presumably 
speaking for the business interests, is refusing to endorse programs which would 
bring new light and assistance to relieve the desperation of the tens of thousands 
of unemployed people whose despair continues to deepen with the passing 
of the months. 

While the New England Council speaks of local initiative, plants continue 
to close, employments disappear, and thousands of new persons continue to he 
added to the labor force; older persons are being forced out of the market 
because of the insufficiency of jobs. Its offices being located in Boston, it is 
dominated by the financial interests, real estate promoters and public utility 
spokesmen. They sit by smugly while human wants cry out loudly for satisfac- 
tion. Since their own economic interests are not being adversely affected, they 
have no sense of urgency. The New England Council, composed of the region’s 
business interests, again is adding to the evidence of its incapacity to lead the 
region and is dampening the efforts of those who wish to bring assistance to it. 

These attitudes of the business and realtor interests have produced this 
conspiracy of silence when broad-scale action is required. They have coerced 
public officials into making statements explaining their refusal to obtain Fed- 
eral assistance while their communities remain chronically depressed. No 
greater evidence of subservience to dogmatism and indifference to public interest 
and human needs can be paraded before any congressional committee. 


UNITED STATES CHAMBER OF COMMERCE OPPOSITION CLOAKS ITS DESIRE FOR INACTION 
AND BUSINESS DOMINATION OF OUR POLITICAL AND SOCIAL STRUCTURE 


One has but to read the pamphlet entitled “Getting and Holding Good Em- 
ployers,” published by the committee on economic policy of the United States 
Chamber of Commerce to understand the long-term purpose of this opposition 
to Federal programs. The emphasis on local action is not born out of a con- 
viction that the local communities are adequate to handle the problems and the 
challenges of a depressed area. It is rather intended to capitalize on the dis- 
tress to create what the committee calls “a better climate for business and jobs 
everywhere.” This thought is further emphasized in the conclusion that “though 
the plicht of the depressed areas is most dramatic and pressing, it should not 
blind us to the need for a better climate throughout the country.” 

At a time when the present administration boastfully declares that it rescued 
the economy and claims credit for “the good times we enjoy today” with its 
“unprecedented prosrerity,’ the United States Chamber of Commerce is 
carrying on its fight for basic economic changes in tax laws, Government op- 
erations and regulation of unions because it wants to improve the climate 
for American business. One wonders how much profit business wants; how 
much of the tax burden does it wish to shift to the consumer; how much 
wantonness is desired in the operation of our business economy. 

The policy statement is more of an attack on labor legislation, taxes, and 
the refusal of communities to heed the United States Chamber of Commerce 
policies than a prescription for the growth of local communities. 

In the chronically distressed areas we are concerned with unemployment 
and the disappearance of jobs because of the fundamental changes in our econ- 
omy and the loss of historic locational advantages. Cringing local attitudes may 
bring in low-wage employers seeking to exploit a cowed work population. But 
they provide no real answer. 

We have seen that happen in New England. The realtors who have taken over 
empty mills have secured new tenants. Many fled from other communities to 
get lower rents, tax concessions, or in some cases, to avoid unions. Many may be 
counted among the lowest wage payers and have held their rates well below those 
previously prevailing in the community. 

More than a “business climate” is required in these communities or areas 
which have to be economically rebuilt. They must get new strong businesses 
within them. This result is not accomplished primarily by “climate’: suc 
cess demands careful planning and the development of new locational advan 
tages. This challenge the chamber of commerce does not meet nor treat in its 
pamphlet. 

FEDERAI, LEADERSHIP IS VITAT 


Opponents of effective Federal leadership and assistance to distressed areas 
have begrudgingly acknowledged that we are faced with a serious problem of 
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economic distress. But, in formulating a program, they have been hampered by 
their dogmas and prejudices and have not faced up to the primary problems of 
finding methods of reconstructing the economies wf entire areas. These same 
men know how much thought, imagination, study and investment are required 
to start new industries or to revive old ones. Cannot they realize that equally 
large efforts and funds are required to accomplish the same for distressed 
regions? The present administration bas affirmed that such programs are needed 
in undeveloped countries. Are we not entitled to similar efforts and apprecia- 
tion for our distressed Communities in our own country? 

Private enterprise is the backbone of our entire economy. But we realize 
what public investment and efforts must often precede and lay the foundation 
for later private endeavors. The very basis of the urban renewal movement is 
Federal Government insurance against real estate losses or to allow for profitable 
local private redevelopment. The New England Council and the administration 
favor these programs. Why cannot they conceive of using this technique on a 
broader, area basis to assure redevelopment of an entire distressed area? Why 
shrink from the use of the very instruments which the administration itself 
proposed for limited use for local projects? 

What is at stake is the economic well-being of millions of people. We cannot 
afford to be half-hearted in our efforts. 


AN INDEPENDENT AGENCY I8 VITAL 


The present Federal agencies providing assistance to local communities are, 
we are all agreed, inadequate and too modest. They are primarily located in 
the United States Department of Commerce. Mere expansion and increased 
personnel are not enough. A new spirit must suffuse the people engaged in 
this work. It is a dedicated task to help plan and develop programs on a broad 
scale, equal to the needs. It requires a conviction among the administrators 
that the Federal Government properly can utilize the general welfare clause 
in the Constitution to aid communities and that it is in the interests of the 
Nation that it be done. 

Unfortunately, the continuance of the program in the Department of Com- 
merce, aS is contemplated by the bill, would perpetuate the unfriendly, tight- 
fisted and casual attitudes which have hitherto pervaded their activities. The 
present agency has published a few pamphlets, sent its employees to deliver 
some speeches, and led realtors to distressed communities to extend messages 
of sympathy, but to provide no real assistance. 

The responsibility for the stimulation of the economic recovery of depressed 
areas is so vital to our national economic existence that it should stand on 
its own and be directly accountable both to the President and the Congress of 
the United States. It should not be subordinated to the administrative func- 
tions of existing executive departments. The problems are so specialized and 
pressing that they require the attention of an independent agency devoted solely 
to the promotion of the economic recovery in these areas, 


COMMENTS ON SECTIONS OF THE BILL 


The following comments and recommendations are submitted for the respec- 
tive sections of the bill. 
A. Administration 

1. We urge an independent authority such as is proposed in S. 2663. 

2. Section 112 provides for an advisory board. In addition, we propose an 
advisory committee to supplement the activities of the governmental agencies 
which shall consist of labor, management, local and State officials, and persons 
engaged in the promotion of local economic development, as well as academic 
specialists in the problems of economic growth. They can furnish practical 
advice, a sense of urgency and a source of new ideas together with a running 
critical evaluation of the agency’s activities. 


B. Definition of depressed areas 


1. The bill proposes that the authority for declaring areas to have “substan- 
tial and persistent unemployment” to be vested in the Secretary of Labor. 
We believe it should be assigned to the Administrator. 

2. The definition prescribed in section 102 (a) provides a sound framework 
if the unemployment rate were reduced to 6 percent, rather than kept at 8 
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percent. We approve the provision that the defined percentage should have 
prevailed over “the major portion of each of the preceding” 2-year period. 
We would suggest a reduction of the period from 2 years to 18 months. We 
are impressed with the delays likely to follow in implementing the finding and 
also with the fact that the data themselves are likely to be 2 or 3 months 
behind the current month. 

3. The functions of the Secretary of Labor should be those of providing in- 
formation and making studies in areas in which the Department of Labor has 
special competence. 

4. The Administrator should be entitled to make the determinations either at 
the request of the local areas or on his own initiative. He must be granted the 
latter power since we have indicated many localities will refuse to act. 

5. The distressed area should be the entire labor market rather than political 
subdivisions thereof. The problems are those of a chronically distressed area 
rather than an individual community. If alternative employments are to be 
found within an area, the solutions for the specific community adversely affected 
by an economic setback is of a very different nature than where an entire area 
is affected. This bill should deal with chronically distressed labor market areas. 


C. Local committees 


We endorse section 7 of S. 26633 providing for local committees appointed by 
the Administrator and urge its inclusion in the bill. This provision must be 
inserted in the bill, for without it little will be done in many areas. Another 
justification for this provision is that many local committees are set up for 
specific political subdivisions. They are more interested in getting temporary 
relief for their community than in providing for long-term growth. They tend 
to encourage fly-by-night concerns. The most economic Lrograms must be 
worked out for an entire area rather than an artificial subdivision. Competi- 
tion among local groups often develops into a battle on the amounts of subsidies 
rather than sound programs for growth. 

The local committee appointed by the Administrator for a labor market area 
could well become the overall planning agency tieing together the work and oper- 
ations of the subordinate local committees. 

These committees should have wide planning functions. They should be 
empowered to conduct the appropriate planning and surveying activities as well 
as pilot operations in specific ventures to determine the feasibility of individual 
developments. They can also arrange for help and advice to small business 
organizations. 

D. Technical assistance 


We approve of section 106 providing for a specific appropriation for grants for 
technical assistance. These grants should be made to the above local committees 
on the submission of specific projects and activities to the Administrator. 


E. Industrial, commercial, and construction loans 


We favor the provision of the Douglas bill respecting the loans for the con- 
struction of new factory, industrial, or commercial facilities. The parsimonious 
attitude reflected in section 107 of H. R. 8555 cannot be reconciled with any 
determination to help these communities or any conviction that the solution 
of their problems can be advanced by such loans. Actually, these loans will 
play only a minor part in the economic rehabilitation of distressed areas. 

They can often provide the beginning of the reversal in trends rather than the 
foundation for an entire new economic structure. 

While modern plant space is important, it is unlikely that in the great majority 
of cases where sound planning and public services and facilities have been devel- 
oped that it will be necessary to tap these funds. There are many financial 
agencies ready to undertake the financing of such projects. But they will not 
venture into the depressed areas until the upward trend has been initiated. The 
funds provided by this section will provide this resource. A parsimonious atti- 
tude would only delay progress. We are in favor of the authorization of $100 
million rather than the $50 million. 

Because the communities which will have to tap these resources are likely to 
be the least financially capable of obtaining funds within their own area, we 
favor the more liberal provision of the Douglas bill providing that the Federal 
loan shall be up to 6634 percent for as long as 40 years, rather than H. R. 8555, 
which restricts the loans to 25 percent and twenty years. We urge the deletion 
of the provision that 15 percent of the cost be supplied by the State or other 
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political agency or community organization. We see no reason why we should 
force such intervention by public or civic organizations if the funds can be 
obtained from private sources. 

We urge the deletion of the requirement of approval of plans by a State or 
other local agency. 

We endorse the provision of section 107 (a) providing that the loans should 
not assist locations which would be detrimental to existing areas. Funda- 
mentally, we believe that it should be extended to eliminate the financing of 
all relocations, This program should encourage new growths and expansion 
rather than migration, 

The bill should also terminate the tax exemption of interest paid on all local 
g vernment bonds, the proceeds of which have been used for the construction of 
industrial plants or commercial enterprises. 

Fk. Aids to improved public facilities and services 

The most significant provision for making the program for economic rehabili- 
tation and redesign effective is contained in section 9 of S. 2663. We believe that 
section 104 of H. R. 8555 which merely grants priorities to these distressed areas 
in the financing of needed public facilities is inadequate. The fund of $100 mil- 
lion authorized in the Douglas bill is needed and wise. It is an affirmation of 
determination to help promote economic recovery. Without a broad program 
of assistance to public facilities, recovery must remain limited in many areas. 
Chronic distress will continue. 

The Douglas bill properly charges the Administrator with conducting the 
studies of the needs of localities. While it is obvious that he will rely upon the 
local communities and agencies and work closely with them, his responsibilities 
are positive and the programing of such developments in the last analysis rests 
with him. This is not a transfer of initiative to the Federal Government. It is 
an affirmation of responsibility and a determination to overcome local indiffer- 
ence, stuggishness, and opposition to economic grwoth. The national well-being 
is at stake. It is essential that such intervention occur when a local area 
more truly, its leaders) is unwilling to act even in its own behalf. 

Such programs will also provide immediate employment in the area and thereby 
maintain the work capacity of tens of thovsands of persons. At their conclusion 
it is expected that private industry will find new locational advantages for the 
development of their own enterprises. 


G, Depressed areas administrator 


The Douglas bill appropriates $200 million and H. R. 8555 appropriates $50 
million for administration. The former figure is more nearly a measure of the 
needs in this area. 

We believe that the Administrator should be empowered to obtain such infor- 
mation and assistance as he can from other agencies. He should develop his 
own staff of competent persons who are capable of aiding local communities in 
their planning and developmental work. They must be experts in the varied 
phases of this gigantic problem. 


(or 


H. Aid to sick industries 


The Administrator should have the power to establish committees representa- 
tive of labor, management, and the Government for contracting and “sick” indus- 
fries, such as textiles and mining. There are at the present time no facilities 
within the Government to aid these industries in their revaluation and reinvigora- 
tion. The cause of the local distress is the decline of some major industries. 
One of the major steps toward rejuvenating of these areas is to find ways of 
reversing ‘he forces of contraction within the affected industries. Yet there are 
no agencies in our Government charged with this responsibility. 

This pattern was followed successfully in Great Britain. During the thirties, 
that nation set up provisions for assistance to distressed areas. The administra- 
ive bodies guided the location of many new postwar plants and helped revive 
distressed and declining areas. During and immediately after the war, a new 
pattern was developed to aid a number of industries in their reconstruction and 
assessment of their difficulties. The new instrumentality was the Development 
Councils. While they started off as Government agencies with labor and manage- 
ment and the public formally represented, many of them have since been con- 
verted into private industrial organizations with broad developmental purposes 
which have contributed substantially to the solution of many of the problems of 
individual industries. The Cotton Board is an outstanding example of such an 
agency in Britain which has helped the industry face its challenge and problems. 
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I. Procurement 


We approve the preferential procurement policy contained in the Douglas bill. 
This is the established policy of our Government from the time that Defense 
Manpower Policy No. 4 was adopted but the defense authorities have avoided 
their responsibilities under this program. We urge that provisions be included 
for price differentials for bids from depressed areas. 


J. Accelerated tax amortization 


The tax amortization provision of the Douglas bill should be adopted to deter- 
mine whether it can be of any substantial assistance in the stimulation of back- 
ward areas. 


K. Vocational trainiing 


We approve of more extensive vocational training to assist individuals to 
adjust themselves where it may be needed. Actually, it is unlikely to be 
more than a marginal factor in planning for economic recovery for an area, 
because we are dealing with communities in which the people have had long 
industrial and commercial experience. Most industrial occupations must be 
taught in the plant. Training of a long-term nature must be more continuous, 

We approve of the principle of providing supplementary unemployment benetits 
to those who undertake such training as provided in the Douglas bill. 


L. Supplementary unemployment benefits 


These additional unemployment benefits should be paid to all unemployed in 
the distressed areas. 


M. Other provisions 


(a) We urge the incorporation of section 17 a of the Douglas bill providing 
for the distribution of surplus commodities to people in distressed areas, 

(b) Loans should be granted to persons requiring assistance for transporta- 
tion out of distressed areas where they have suitable employment. 

(c) The Davis Act should be applicable to all construction undertaken as 
a result of the enactment of the bill. 


TEXTILE INDUSTRY DECLINE 


The textile industry has helped create a host of depressed areas during the 
past 5 years. Declining demand for certain textile products and revolutionary 
improvements in technology have led to sharp curtailments in employment 
and the abandonment of plants in communities which had relied on textiles 
as their chief source of employment for generations. The number of workers 
employed by this industry declined by 273,000 between February 1951, when 
employment was 1,365,000, to December 1955, with 1,092,000 employed. 

Each of the major textile regions suffered substantial reductions in em- 
ployment during this period: New England lost 110,000 jobs, the Middle Atlantic 
States 88,000 and the South 44,000. As a result, the latest compilation of 
“areas of substantial labor surplus” by the Bureau of Employment Security 
of the United States Department of Labor, covering March 1956, includes 21 
textile areas, listed below: 

New England: 
Lawrence, Mass.’ 
Lowell, Mass.” 
Providence, R. I2 
Danielson, Conn. 
Biddeford-Sanford, Maine 
Middle Atlantic: 
Amsterdam, N. Y. 
Seranton, Pa.’ 
Wilkes-Barre-Hazleton, Pa.’ 
Berwick-Bloomsburg, Pa. 
Lewiston, Pa. 
Sunbury-Shamokin-Mount Carmel, 


1 Major area. 
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South: 
Asheville, N. C2 
Anniston, Ala. 
Florence-Sheffield, Ala. 
Cumberland, Md. 
Fayetteville, N. C. 
Rocky Mount, N. C. 
Shelby-Kings Mountain, N. C. 
Waynesville, N. C. 
Bristol-Johnson City-Kingsport, Tenn. 
Covington-Clifton Forge, Va. 


Subcommittees of the Committee on Labor and Public Welfare have heard 
testimony on the distress suffered by the residents of major textile areas in 
Massachusetts, Rhode Island, and Pennsylvania. We will not add to the record 
with additional data on the thousands of textile workers who have been forced 
out of the labor market because of the pervading hopelessness of finding a job; 
the exhaustion of unemployment benefits: the particular impact of mill liquida- 
tions on older persons, whose age has barred them from alternative employment 
opportunities. It is sufficient to note here that these conditions have taken 
their onerous toll on the lives of hundreds of thousands of textile workers and 
their families in depressed areas in all parts of the country. 


MILL LIQUIDATIONS 


Since 1945 at least 600 basic textile mills (cotton-synthetic, woolen and 
worsted, and dyeing and finishing plants) have been liquidated, throwing more 
than 160,000 workers out of their jobs. The rate of mill closings reached a post- 
war peak in 1954 when 94 plants went out of business, stranding over 35,000 
workers. The woolen and worsted division bore the brunt of the distress as 
7S mills, employing 29,000 workers, were closed in the 2-year period. In the 
cotton-rayon branch, liquidations affected 84 plants and 23,000 workers. Some 
38 dyeing and finishing plants were also closed, throwing 3.000 workers out of 
their jobs. 

Workers in all parts of the country suffered from the wave of liquidations in 
this period. In New England, 80 mills and almost 30,000 workers were affected. 
In the Middle Atlantic States the toll was 90 mills and 15,000 workers. In the 
South, 58 plants were liquidated, employing 10,000 workers. 

The workers bore the full burden of suffering imposed by mill liquidations. 
Many of these plants had been in operation for generations and the workers had 
devoted their entire adult lives, as their fathers and grandfathers had before 
them, to working in the mills. As the fortunes of the owners grew and were 
passed on from one generation to the other, the interest in the operation of 
the mills of each successive generation of owners tended to decline. Conse- 
quently, the mills were allowed to run down. When the rigors of intense com- 
petition returned to the industry after the Korean war boom was over, these 
mills were in no condition to compete with the more modern plants with their 
higher productivity. 

In many cases the liquidation of plants resulted in bonanzas of profits to the 
owners, Assets which were carried on the books at the low cost figures of pre- 
war days yicided large eapital gains. The low tax rate on these gains (a max- 
imum of 25 percent compared to the top rate of 92 percent on personal income) 
helped to make liquidation attractive to owners of obsolete plants. 

Another technique used by ruthless interests to squeeze financial gain out of 
old plants at the expense of the employees and the community was to acquire 
or merge with corporations that had suffered losses, in order to take advantage 
of the credit for past losses which could be applied against subsequent profits 
under the tax carryover provisions of the 1954 revision of the Internal Revenue 
Code. The new owners were not interested in rehabilitating these companies. 
Once they had yielded the desired tax credit the mills were abandoned. The 
American Woolen Co. was gutted in this way. The means of livelihood of over 
10,000 woolen workers was bartered away for a tax carryover of $1 million. 
Within a few months 11 of the 15 former American Woolen plants had been 
iqnidated, 


’Major area. 
76350—_56——13 
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THE CHALLENGE OF THE DEPRESSED TEXTILE COMMUNITIES 


The critical fact about the above communities is that most of them have 
remained distressed for long periods of time. When they lost a major textile 
mill, they became chronically distressed. They have in the past been one-indus- 
try towns, having had no other major employments. The workers have had 
only one-industry association. The economies have been completely dependent 
upon one or a group of employers. Few of the industries were locally owned. 
There was no substantial middle class or independent enterprises within them, 
The small-business man had had little opportunity to develop new undertakings 
since the textile-mill owners dominated the community. The absence of experi- 
ence with new enterprise and the lack of local capital make recovery difficult 
if not impossible. Recovery tends therefore to be greatly delayed. ‘The plans 
for economic growth must therefore be developed on a long-term basis. 

At the present time many of these communities attempt to meet their distress 
by praying for light-industry manufacturers to come in and occupy cheap loft 
space. The result is that the new enterprises tend to pay low wages and limited 
economic benefits. The working conditions are most unattractive. The em- 
ployers are seeking to exploit the distress of the residents for their private 
benefit. In fact, they often capitalize on the workers’ experience with long 
periods of unemployment by threatening to move out if the employees organize 
or seek to correct their intolerable working conditions. The result is the spread 
of despair and discouragement among the working population. Moreover, the 
town group which had engineered the sale or rental of the space undertakes to 
prevent union organization. Workers are sometimes screened so that active 
union people are not hired. In some cases the new jobs are predominantly for 
women so that men find their problems are not solved. The number of new 
jobs is so inadequate that only the younger persons are hired. These are not 
sound rudiments of a permanent program for economic growth and rehabilitation. 

The deficiencies to present local efforts are too apparent to require further 
elaboration. What we want to stress is that a new approach is necessary 
which would establish a sound basis for economic growth. Only Federal assist- 
ance from a specially constituted agency can perform this job. The assignment 
must not be limited to that of helping the communities but must include assist- 
ing the “sick industries” in finding new solutions for their problems of con- 
traction. Many need the stimulation from the interchange of views of the 
various interests in order to be started on the road to growth. 

The textile industry is certainly in crying need of such help. The employers 
and management have smugly rejected all overtures from trade-unions and 
workers on how to initiate a new era of industrial expansion. The leaders of 
the industry have been too busy garnering the profits of mergers and financial 
manipulation to be much concerned with long-term planning. In the meantime 
textile markets are being lost to substitute articles and new ones are not arising. 
Innovations are haphazard and accidental in this industry at a time when other 
industries are investing tens and hundreds of millions of dollars in research 
into new products, markets and processes. 

The Administrator of this act must accept the responsibility of helping the 
sick industries recover from the air of despair, the feeling of hopelessness, and 
the disinterest of its industrial leaders. The beneficiaries have been the financial 
speculators while our workers and communities and the national economy has 
suffered. Private enterprise is failing to perform its proper function in the 
textile industry. It can be reinvigorated for the benefit of all interests and the 
American consumer. One of the major assignments for the Administrator is 
to undertake this task by coralling the constructive interests within the industry 
to start the reversal of trends which is required before healthy and stable growth 
can be achieved. : 


Mr. Barkin. I would like to emphasize from the start that in my 
statement I have divided the submission in three sections: 

First, an outright attack on H. R. 8555; an endorsement of the 
principles of the so-called Douglas bill, S. 2663; a series of amend- 
ments and changes, both in H. R. 8555 and the Douglas bill, and 
finally, a characterization of the problems and the needs of the textile 
industry and the communities primarily affected by the recession and 
the setback of the textile industry such as Mr. Nicholson and Mr. 
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Rains are familiar with, and I hope that this threefold analysis will 
be helpful to your committee. 

As for the first, I am very much concerned with the inadequacies of 
the provisions of H. R. 8555. I would like to submit to you, Mr. 
Chairman, and members of the committee, that my own interest and 
that of my organization dates back to 1948. We have been urging 
action similar to this for many years because the textile communities, 
very much like the mining communities of this country, have suf- 
fered from a chronic distress and we have witnessed the number of 
chronically depressed areas increasing in all sections of the country, 
whether it be North, New England, Middle Atlantic, or the Southern 
States. 

This is not a regional problem. The chronic decline of the textile 
industry is one which was noticed as soon as the full blush of war- 
time activity was over, and we have since then lost somewhere close 
to 300,000 workers in our industry, and I think it can be safely said 
that technological change and the loss of markets within this country 
spell further loss of employment in jobs in our industry during the 
next 2 or 3 years. 

Consequently, we feel particularly sensitive about the fact that 
the administration’s bill is inadequate. We, however, welcome the 
fact that the administration was finally compelled to make a gesture 
in the direction of offering the bill and recommendations in this 
area. 

You recall that President Eisenhower in 1955 dismissed this issue 
in his state of the Union address and his Economic Report as note- 
worthy and necessitating Federal recognition. 

We, of course, welcome the fact that in the 1956 statement there 
was a gesture in this direction, but let me tell you, Mr. Chairman, 
and members of the committee, H. R. 8555 is no more than a gesture 
and may even be distinctly harmful if its present provisions are not 
amended to conform to the spirit and to the concepts underlying the 
Senate bill 2663. 

Gestures are not enough. You have just had a recitation of the 
problems in Kentucky. The same kind of conditions can be found 
and have been spelled out for you and others as existing in other 
places in this country. The essential fact is that when you get a 
community which is distressed, which has suffered unemployment of 
a chronic, large-scale and widespread nature for a number of years, 
their resources are dried up, the spirit has disappeared, their resig- 
nation suffuses them and they need and must have outside help. 

The philosophy underlying President Eisenhower’s statement and 
this present bill that you will rest and depend upon local initiative 
is deceptive and is highly questionable as a contribution of aid in 
this area. 

We know that individuals, having been unemployed for a number 
of years, find it hard to raise themselves by their own bootstraps. 
We know that. 

The same is equally true of communities. If they have been lying 
flat on their back for a number of years, they need someone to come 
in and help them, and you can’t depend either on their financial re- 


sources, their local ingenuity, or their initiative to help them out of 
that distress. 
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That is a common experience, Mr. Chairman and members of the 
committee, and it is rather pitiful to think that this gesture is being 
made in terms of the lives and the destiny of lidialieetls of thousands 
of people in our country. 

There are two basic deficiencies in H. R. 8555. First, that it does 
not provide true Federal leadership and financial help to these com- 
munities, and secondly, it provides for the location of the Adminis- 
trator in the Department of Commerce, the very agency which has 
discouraged real aid to these distressed communities. 

You know Mr. Weeks’ philosophy. Mr. Weeks is not known for 
his sympathy for assistance to economically distressed areas; despite 
the fact that he is a New Englander, he has probably shown less 
interest in real assistance than any of the other members of the Cabi- 
net, and consequently we appear before you and urge you to set up a 
specific agency, charged with this responsibility, and required to report 
back to the Congress of the United States on its annual progress. 

What is the reason that we believe Federal leadership is necessary? 
We know that dependence on local initiative is insufficient and even 
unsound in this particular area. We have relied upon such efforts for 
almost 10 years, and these communities which are in distress have been 
on this list for 5 to 10 years. They have exhausted their resources, 
they need outside help. The continued emphasis we place on local 
efforts reflects an inadequate grasp of the difficulties and the size of 
the problem. 

H1. R. 8555 represents blind rejection of the lessons we have learned 
during the last 10 years on the need of Federal leadership. It sug- 
gests that the authors were more intent on providing a cvnical gesture 
of interest, rather than a real program of assistance. The need is to 
supplement or substitute for inadequate local efforts or the absence of 
local efforts, because the greater the national interest dictates that the 
continued distress is destructive of the national well-being and at vari- 
ance with the commitment of the Employment Act of 1946, that the 
Federal Government shall have it as a continuing policy and responsi- 
bility to coordinate and utilize all of the plans, functions, and resources 
for the purpose of creating and maintaining maximum employment. 

We are suspicious of the motives of H. R. 8555 because its spokesmen 
before your committee and the Senate committee have defined the 
problem as well as the proponents for broader action. Mr. Harrison’s 
statement, the first 2 or 3 pages of it, do complete justice to the problem, 
in describing the nature of the problem, but the program they offer is 
hardly equal to the needs. 

Mr. Harrison said that “The Federal Government should concen- 
trate on aiding localities where the situation is of long duration.” 
Amen. But is his program directed to helping such communities! 
No. His program is designed to help communities which have had 
temporary setbacks, lost a plant, but which are structurally sound. 
He doesn’t help the mining communities of Kentucky, which have lost 
their old advantages, lost their old industries. They are not helping 
the textile communities of New England, the Middle Atlantic States, 
and the South, which are losing their mills and which will contract 
further. No, the help is a temporary, modest, limited one, where a 
community is still economically healthy. It will help communities 
which have temporarily lost one plant but where there is vigorous 
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economic activity throughout, through the length and breadth of that 
particular area but where the economic vitality has been sapped, 
because that community has lost the basic industries on which it has 
depended for decades; that kind of community can not possibly be 
helped by the bill, H. R. 8555. 

Now let me help in this analysis, and, gentlemen, this is an ex- 
tremely serious matter to me and to the members of our organization, 
to our union and to the textile industry as a whole, because we have 
been living through this tragic experience of decline, in shrinkage in 
employment, and we look forward even to further shrinkage. 

We know this problem. We have communicated this to Mr. Larson, 
to the present Administration. We have begged for help. What are 
the characteristics of these communities that have to be singled out 
and upon which a strong and effective program can be built? First 
of all is that these communities have lost their historic location ad- 
vantages. The losses in employment are far-reaching. The reason 
for these reversals in trend are fundamental and not superficial. Vast 
economic, social, and competitive factors have disturbed the stability 
of the prevailing industrial employment structure. Plants have been 
closed and older employments have virtually disappeared. Newer 
industries and employers have not recognized advantages which would 
encourage them to meve into our business established in that area. 

What are these locational assets?) Why have they lost these assets? 

In the mining community because, as you know, there has been 
dieselization ; there has been the substitution of oil; there have been 
other fuels in the making. 

In the textile industry because the textile manufacturers have not 
been venturesome and developed new markets for their products. 
They have lost markets to paper, to plastics, to steel, to every other 
fabric, other fiber, and other material and have not developed substi- 
tute material, because our technological development has been so rapid 
that we have been increasing man-hour productivity at the rate of 5 
percent per year since 1947, and our total output has remained stable, 
despite the fact that our population has grown. 

The same thing is true about other industries. We have lost, of 
course, in the textile industry, lost our export market from a billion 
and a half yards—it is now down to a half-billion. We are getting a 
threat from imports from other countries in the cotton area, all of 
which is affecting us adversely at the same time. 

All these factors mean less employment, fewer mills, and I can fore- 
cast for you gentlemen that from now on to the end of the year we will 
lose at least 30 or 40 mills in our industry. 

Mr. Rains knows about the condition in his own community where 
ene of the substantial employers, textile employers, has announced the 
closing of his mill. 

Mr. Nicholson knows the tragic history of a mill closing in his com- 
munity over the last 2 or 3 decades. 

There are structural problems. The community sees the plant close. 
There is no adequate substitute until vou rebuild the location advan- 
tages for that particular community. 

These are not superficial losses. These are fundamental problems. 
It is like losing your arm, and then trying to recover and learn how 
to use an artificial arm. You have to rebuild your body. You have 
to find an artificial arm to substitute for your old. 
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Now, that is more than a disabled person can do for himself. He 
must find outside technical competent assistance, and as we know, 
our Government even provides financial assistance in those cases. 

We have enough experience to know that private enterprise can do 
this job; if it is so minded, it can, but it must see some specific advan- 
tage for itself in a specific area. 

But our problem, the problem this bill and this series of bills seeks 
to tackle is not with communities and areas where private enterprise 
is doing or can do this job, the very problem we are dealing with is that 
the community suffers from such locational disadvantages or is lacking 
of locational advantages to such an extent that private enterprise is 
not attracted to come in and to apply its skill, resources, and finances 
in that area. 

Our task is to stimulate and assure the consummation of programs 
for rehabilitation in areas where private enterprise and local endeav- 
ors have been insufficient and are likely to be insufficient, because the 
definition of distressed area is that it is likely to be a distressed area 
for some time to come. 

These communities need professional and technical and financial 
assistance from the outside. 

One more factor which is extremely significant, which stands out 
particularly in textile communities, many depressed areas have been 
without experience in successful independent local enterprise. The 
communities, like those in textiles and coal, have usually been single- 
industry towns, where a single group of employers, usually absentee 
in character, have dominated the area. The communities have been 
governed, dominated, and directed by management and representatives 
of these absentee owners. 

That is true in New England and increasingly true in the South. 

In New England it has always been true because the owners have 
always been located in Boston, and the mills have been located in the 
communities outside of the large city. 

In the South, under the influence of mergers and large-scale opera- 
tion, the mills are no longer locally operated, locally owned, and are 
now being controlled by these large business giants located either in 
New York or in some other large community. They are not locally 
owned and directed. 

These large companies have not encouraged independent action. 
These communities are not likely to have virile civic organizations or 
professional or middle classes with initiative and daring or trade 
unions with the experience to undertake such vast effort of an economic 
undertaking. These communities have been so accustomed to having 
their lives directed by these representatives of outside interests that 
they have been left without resources for self-assertion in the crisis. 

The lessons of the present distressed areas should not be missed by 
the prospering communities in our country, which are characterized 
by similar conditions at the present time. It is a warning that they 
change these characteristics and eliminate this industrial domination 
while there is a chance and while the crisis is not upon them. 

Gentlemen, this is a significant episode in our American industrial 
history because the effects of large-scale business are being visited, and 
absentee ownership is being visited, upon these communities and we 
cannot ask these communities at this late hour in the crisis to seek re- 
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sources and initiative which was never encouraged before, in order 
to solve this problem. 

Any program which assumes that all communities can initiate an 
undertaking and undertake the responsibility for economic rehabilita- 
tion is starting from a wrong premise. In fact, we say it is punitive 
in its conception, since it will penalize the more submerged com- 
munities which need the greatest amount of outside help, and that, 
gentlemen, is the greatest error in the bill, H. R. 8555. 

H. R. 8555 is punitive in concept. T he more you can help yourself, 
the more you will be helped under that bill, whereas, as you said, 
Mr. Chairman, justice requires that he who is "unable to help himself, 
or least able to help himself, for reasons well beyond his own control, 
because the distress is caused by general economic circumstances and 
developments, he is the person who should be most helped and most 
assisted and advised in the process of lifting himself out of this 
distress. 

The third characteristic, these communities without financial 
resources, because if they had had financial resources, they would 
have been lifted out of this distress. Here again, we have a denial 
within the bill of the very purpose for which the bill was conceived, 
to help distress, and again we have reiteration of the same concept: 
“If you are not rich, you are going to be doomed to poverty for that 
much longer, because you can’t help yourself.” 

That is the wrong concept. It is a denial, a travesty on the purpose 
of the bill, and through the committee I call upon the administration 
to mend the spirit in the acts and the provisions of its own bill, because 
it is an insult, a cynical gesture, to the people who need help, and this 
denial of true justice makes one very suspicious of what the adminis- 
tration has in mind in offering such type of bill, the economically 
distressed areas—never a single community, a single political sub- 
division, under H. R. 8555; you must act through a specific subdi- 
vision, and the assistance is requested by that subdivision through the 
State government and then the Federal Government. 

Gentlemen, the very definition of the bill, H. R. 8555, in section 
102 (a), where the Secretary of Labor is asked to define a distressed 
area, he recognizes that the distressed area extends over a whole wide 
area, not much beyond the local political subdivision; because people 
who work in a particular factory or mine don’t huddle around that 
particular mine. They come from large, wide areas, and the distress 
is found over that entire area so that the relief must be sought for 
the entire group, area, and region, however that labor market is 
defined. 

We have it well defined by the Secretary of Labor over these many 
years; that is the area of assistance. 

Three deficiencies of present programs require special mention: 

First, many of them—I am now talking about the local programs 
which the communities have themselves initiated in the postwar 
years—many of them are modest, because they are conceived in terms 
of a local, small development for local residents, whereas the actual 
employees formerly engaged in the employment may reside in other 
political subdivisions. 

Second, the plan invites competition among political subdivisions, 
which often encourages an emphasis on subsidized rather than con- 
structive programs. 
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Third, they prevent full exploitation of the economic resources of 
the area, and the opportunities for constructive redesign of the loca- 
tional characteristics of those communities. 

In other words, gentlemen, one of the fundamental faults in this 
Hf. R. 8555 is already evident. We have had this problem for 10 
years now, at least. We know why local communities can’t solve 
their problems. We are not asking for Federal assistance because 
local communities can help themselves, we are not asking Federal] 
assistance because the Area Development Division of the Department 
of Commerce is adequate, we are asking for assistance—we are agi- 
tating and soliciting assistance for these communities because these 
programs are inadequate, and therefore we say, Mr. Administration, 
members of the administration, you have got to present a bill which 
meets the problem, and that is not being done. 

Mr. Chairman, even the Journal of Commerce, which is quite sym 
pathetic to the administration, in an editorial on April 5, 1956, says 
as follows: 


The administration is not entirely consistent in requiring State approval of 
projects under the area aid bill, for it proposes to bring the Federal housing law 
into the plan, including provisions for sewage, water facilities, and the like, and 
these do not require State clearance. Dealings are directly with the appropriate 
local entities as in the case for the urban renewal programs, except in situations 
where State-matched funds are involved. Two State governors— 
the editorial continues— 


declared that “The States ought to be permitted to veto it or to exclude otherwis, 
eligible areas within their borders from benefiting once the plan is adopted b) 
Congress. The basic fact is that there are States and local communities which 
will discourage and even refuse to take action or to receive assistance.” 

The difficulty which your committee has had in getting witnesses to 
this particular, or on this particular bill reflects something which |] 
would like to comment on, but first, the fact is that if you place into 
this bill a requirement for State approval, you may as well not have a 
bill for a large number of States in this country, because the States are 
unsympathetic and have discouraged efforts in this area. 

Let me get to the second problem, which is a very sinister and tragic 
fact: There is a conspiracy of silence induced by realtors and by State 
chambers of commerce and similar types of organizations in this coun- 
try to discourage local communities and even to coerce local communi- 
ties not to favor Federal action or even to parade the problems of their 
community before the national scene. These men want to hide the 
problems, even though it means misery for citizens in their own com- 
munity. They are so concerned about getting small profits and small 
plants, and so fearful of their prejudices and so bound by their preju- 
dices against Federal assistance, even when it is needed, that they are 
willing to see their citizens suffer rather than endorse a bill which 
means a real assistance to the community which they seemingly or pre- 
tend to represent. They are so blinded, as I say, by their dogmatism 
and economic philosophy that they are sacrificing the economic well- 
being of the communities which they pretend to represent. Instead 
of pressing for economic growth, they are seeking businesses to locate 
in their midst. They are falling prey to the intimidations of strong 
outside economic powers and there, gentlemen, I can recite what is 
happening in New England. 








AREA ASSISTANCE ACT OF 1956 195 


Boston interests are discouraging all local communities from parad- 
ing their difficulties because they think that that is not consistent with 
economic philosophy which they represent. It is these very Boston 
interests who are discouraging Lawrence and Lowell from making 
public endorsement for this bill. These local interests have done very 
little to help in the reconstruction of New England, and I speak of 
knowledge, leneens over the last 8 years I have pled with these various 
groups to undertake a reconstruction program which will assure sub- 
stitute industries where the textile mills ‘close, with very little or no 
results. 

All of the important jobs of economic study which have been 
undertaken in New England started from Washington here, gentle- 
men. Mr. Nicholson, you must know this: There have been two studies 
made, one in 1950, or 1951, initiated by the Council of Economic 
Advisers, gentlemen, at my petition, the petition of my union; the 
second study was made by the Committee of New England of the Na- 
tional Planning Association. That was initiated by myself as one of 
the members of the board of trustees of the National Planning Asso- 
ciation, and I was a member of the research committee of that report, 
actively participating, and sorrowfully I must observe that the New 
England Council throughout that period was more concerned about 
seeing that nothing happened as a result of that report; and that re- 
port Temained a research document and nothing more, than in pro- 
pounding the need for activity and wide-scale planning. 

Mr. Nicuorson. Mr, Chairman 

The Cuarrman. Mr. Nicholson. 

Mr. Nicuotson. How can we keep the mills open if we pass bills 
here making it easier for foreign countries to come in and compete 
with us? Last year we passed a bill giving the President the right 
to cut it 15 percent, in the very things w here competition was so keen 
that all these mills—not all of them, but a great many of them— 
closed down. They closed up because they couldn't meet forei ign com- 
petition. Are we going to pay foreigners, cut the tariffs, and every- 
thing and then let the Government pay those countries? 

Mr. Barkin. Mr. Nicholson, I am as opposed as anybody in the 
industry to the current flood of Japanese textiles, which is a very 
serious matter, representing in direct import somewheres about 135 
million yards. But the problems of our industry, and to date, the 
flood of Japanese textiles, and they are indigenous to the kind of 
industrial leadership we have had in our industry because these men 
have not developed new markets, have not found new uses, have not 
developed extensive new products, have not sufliciently engineered 
the fabrics and products we introduced so as to anchor our 
demand for our local product deeply within the industrial consumer 
framework of our country. I endorse and pray that the Congress 
of the United States and the administration find ways and means 
to prevent the destructive influence of Japanese imports in the cotton 
textile industry. There must be a program other than the dogmatic 
denial of rights and considerations which now characterizes the ad- 
ministration’s answer. 

This is not a problem of free trade or protection. It is a problem 
of learning the facts of life of the middle of the 20th century. 
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Unfortunately, many dogmatists in the field of international trade 
adhere to philosophies and courses of action which are not fitted to 
our particular century, but when you get to the distressed area, the 
problems of New Bedford, for example, the problems of New Bedford 
have been—or Asheville, N. C., or the Gadsden, Ala., area; insofar 
as the textile industry is concerned, are more deeply rooted than 
merely the 135 million yards of direct imports or the 75 to 100 million 
indirectly through textile garments. 

Mr. Rats. Mr. Chairman. 

Do you mind being interrupted for a question as you go along? 

Mr. Bark. No, sir. I would be delighted to be of help to you, 
Mr. Rains. 

Mr. Ratns. You make a very fine statement and a very pointed and 
persuasive argument and you talk about things that those of us down 
there are concerned with. 

As I listen to you talk and as I read especially the Douglas bill to 
get down to brass tacks, I believe the committee has a bear by the tail, 
and along that line I want to ask a few questions. 

Is it your idea, for instance, in the coal or textile industry, that this 
bill should be pointed if it is enacted into law toward a reviving of 
that particular industry in the distressed areas or is it to look for new 
and different industries? 

Mr. Barkin. I have proposed both. The bill itself places its accent 
on new and different industry. I have proposed that in addition to 
the assistance that it would provide for redesigning the location so 
that it might attract new industries, that it also provide a channel of 
assistance to the textile and coal industries, for example, but these are 
not the only two distressed industries, in helping them reexamine and 
revitalize their own industry and therefore become sounder and 
economically more optimistic. 

In the coal industry, as you have indicated, one of the—and I know 
very little about it—one of the projects which has been underscored 
as a necessary one for the rehabilitation of parts of the coal industry 
has been this gassification process. Now, I think that this type of 
distressed area bill should provide, as I do suggest in my statement, 
that the distressed area administrator shall call together representa- 
tive groups within the industry who shall advise him on methods and 
programs which would be helpful for the rehabilitation of their 
industry. 

In the textile industry, may I say this, with great regret, there is no 
program now in the printed form, or in the minds or having been 
conceived by any leader of the textile industry, which looked forward 
for its expansion. 

Mr. Rats. The textile industry ? 

Mr. Barkin. Thatis right. That is what I think is to be regretted, 
and the distressed area administrator can change that picture by 
calling together leaders of various interests in the textile industry to 
develop and to propose such a program. 

Mr. Rarns. Another angle that we are going to run into as I read 
these bills, and what we want to do is talk it over like it really is, 
there will be the charge from all sections of the country that this bill 
is sought to keep other sections from getting new industry. In other 
words, there is going to be the contention among the areas where 





AREA ASSISTANCE ACT OF 1956 197 


industry is moving to that this is a bill to stop the transition of 
industry from one section to another. ia ee 

Now, do you visualize it as that at all? In other words, it is going 
to make loans straight to distressed areas. I assume, I am looking 
at the Douglas bill, of Federal money to build new industry, when 
there is also opposition and bills introduced in the Congress from 
other sections to prevent a State and city from doing that very thing, 
of making loans. How are we going to get together on those kinds 
of differences ¢ 

Mr. Barxrn. Correct. There is an essential difference, and one of 
the reason that we are opposed to H. R. 8555, and H. R. 8555 requires 
that the loan shall be made to an agency in which the local community 
contributes 15 percent. Consequently, that takes on the nature of a 
governmental loan, the interest of which gets exempt from Federal 
taxes and consequently is the kind of loan which many of us have 
criticized as being subsidy in conception. That is the curious—— 

Mr. Rarns. How are you going to deal with it, by tax-amortiza- 
tion process? Isthat the way you mean to operate them ? 

Mr. Barkin. What we propose and which is underlined in S. 2663, 
these are loans to agencies that are not governmental in character, 
and consequently have no tax exemption characteristics inherent in 
their constitution, and consequently we escape, avoid the type of 
loans which have been criticized and have been made by local politi- 
cal subdivisions in very many Northern and Southern States. 

Mr. Rarns. I don’t quite understand that. 

Let me get it down to a definite case. You say, being made to or- 
ganizations. Let’s visualize that down in Asheville, N. C., which I 
notice is one of these areas, that this bill is in being and they are 
going to get a new industry in there and the Administrator says that 
it should be done. What kind of an agency or who, or what kind 
of a group should make application for the loan and who would 
they get it from ? 

Mr. Barkrn. In the bill which I have before me, the Administra- 
tor is empowered to appoint a local industrial development committee 
to be composed of not less than five citizens, and that is the committee 
which has the power to obtain that loan. 

Mr. Ratns. Who would they get it from, from the Government ? 

Mr. Barxrn. They could constitute themselves, and under this bill 
they would be securing funds from local resources and Federal Gov- 
ernment funds up to 6624 percent of the cost of construction. 

Mr. Rarns. Of course what they would have to be, the same deal 
we have in a great many States now, they would have to be the agent 
for somebody who is actually going to operate it. There would be 
a group of men. Say a chemical plant. They wouldn’t know any- 
thing about that. They would have to get the loan for some firm or 
some group of men who were going into the chemical business. Isn’t 
that the way it would have to work ¢ 

Mr. Barxin. Yes, either that or another development which is 
becoming widespread in this country, there are in this country a type 
of development which is—there are industrial centers springing up 
allover this country. I think there are somewhere close to 150 to 175, 
which are centers of industrial space, which are designed for all- 
purpose use, and they can be easily adapted to varying light indus- 
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tries of all kinds, because the walls and the nature of the construc- 
tion is such that they can be shifted and expanded in various 
directions. 

Mr. Botton. Would you yield at that point for clarification ? 

Mr. Barxrn. Yes, sir. 

Mr. Bouron. By industrial center do you mean actual building in 
construction or purely an organizational framework which can repre- 
sent the community in raising money, in attracting funds, and building 
plants such as they have around Boston? 

Mr. Barty. The industrial center is a specific physical structure 
which is a general-purpose industrial structure, adaptable for what 
we might call light industry, where general-purpose industrial struc- 
tures can be employed. 

Now, that means assembly types of industry, light manutacturing 
of one type or another, electronic assembly of hand-type—all type 
pharmaceutical assembly, any manufacturing process where a loft 
space is quite adequate. 

Mr. Rarns. Does the Gray bill or the Douglas bill envision going 
further than merely providing space for new industry or not? 

Mr. Barkin. The bill as a whole does, but the industrial structure— 
the bill as a whole envisages three types of assistance. 

Mr. Rats. Research is one. 

Mr. Barkin. Research, public facilities, and utilities and industrial 
structures. 

Now, we are not concerning ourselves with the third. 

Mr. Ratrns. Does it give those industries which anticipate to locate 
in those centers any advantage taxwise, tradewise, or any other way! 

Mr. Bark. No, sir. 

Mr. Ras. I have difficulty. For instance, in my State—and it is 
one of those that comes up before the Ways and Means Committee 
every year, and the gentleman from New England introduced bills 
about penalizing our products that are manufactured in those particu- 
lar plants in interstate commerce, and the way it actually operates 
is—it is a State law—that a county or a city may float general obliga- 
tion bonds, but it must show that the return from those bonds is 
sufficient to retire them and does not become a burden on the other, 
for the purpose of providing industry space only. 

I can’t see too much difference between certain phases of this bill 
and that, do you? 

Mr. Barkin. In conception, no. The primary difference is that 
the funds in Alabama are raised by the public authorities and carry 
tax exemption on the interest, that is, Federal tax exemption, whereas 
these funds here are not raised by a local government but will be 
raised by a private agency and there is no tax exemption involved, and 
the Federal assistance, or Federal participation on the construction 
part of the operation will be up to 6624 percent. 

Mr. Ratns. Of course, when you get down to brass tacks, talking 
about Federal participation, what you actually do is give grants under 
this bill. There is a tax in Alabama as in any other State. In that 

yarticular instance the Government doesn’t put up a single dollar. 

rhey retire the bonds from the income from the rental of the plant. 
In this bill you ask for grants. 

Mr. Barkin. These are not grants but loans, sir. 
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Mr. Rarns. All the way through? 

Mr. Barxry. That is correct. 

Mr. Rarns. What is the expenditure of the Federal Government 
involved? What expenditures would the Federal Government have 
other than administration ? 

Mr. Barkin. On the industrial structure, none. ‘There are these 
three sections, and I thought we were quite clear that we are only talk- 
ing about the industrial structure phase. 

When it comes to the public services and the research, there we 
have provisions for grants, but in the industrial structure phase of it, 
which is the section 8 of the Douglas bill, there are no grants involved. 

Mr. Rarns. What kind of debentures or bonds will this industrial 
board, or whatever it might be named locally, which would be set up, 
where will they get the money # 

Mr. Barxrn. Well, the money actually, the money for these types 
of bonds, would probably be gotten—I am just guessing right now— 
from the insurance companies, banks, private citizens, local resources 
of one kind or another. 

May I add one further thought, Mr. Rains, which in my opinion is 
very important: 

Let me say this: I think that this phase of the bill, the industria} 
structure phase of the bill, is one part of the story. I would not 
attempt to rate it as the most important. As a matter of fact, in my 
scale of values, it is one of the minor phases of the bill because this is 
the type of program which will be most helpful to the healthy 
community. 

As an illustration, if you go to a community in New England or the 
Middle Western States, knowing the communities which may have 
attempted to use this type of public corporation, or for the construction 
of an industrial property, you find that they are helpful primarily in 
overcoming some of the very minor distortion, but when you get into 
a very distressed community, the mere construction of new industrial 
facilities does not provide the answer. 

In my scale of values, the most important phase of this work for 

the truly distressed area is the research and the public facilities and 
utilities which are necessary in order to rebuild that community. 
_ As an illustration, in the number of the communities which we have 
in distress, particularly in the smaller communities—let us say, Bidde- 
ford-Sanford, Maine, which is now distressed—and I will predict that 
there are certain things happening which will cause even greater dis- 
tress—the problem there is not the construction of physical properties 
but of recreating facilities so as to attract or provide locational advan- 
tages to those communities. 

Mr. Rartns. What do you mean specifically / 

Mr. Barkin. For example, in New England—I am trying to bring 
cases to mind—the construction of the big throughways, through the 
State of Massachusetts, is doing more to bring new industry and new 
industrial properties to that State than any single project developed 
during the last 5 to 7 years. 

Mr. Rats. I judge we are going to fix that this week then with that 
many-billion-dollar highway bill we are considering. 

Mr. Barxry. A construction of a good highway is often more im- 
portant to the physical rehabilitation, the economic rehabilitation of 
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a community than any physical property because if you make the com- 
munity attractive, with good schooling, good sewage, good highway, 
and good facilities and access in and out, there are banks and insurance 
companies and other great repositories of American economic wealth 
which will make these investments. The problem is making the com- 
munity economically attractive to the area, primarily through public 
facilities development. 

Mr. Evetman. May I point out, Congressman, I think a specific case 
in point would be Cumberland, Md., where we suffered this particular 
problem as a result of a drastic and dramatic technological change in 
the big synthetic fiber plant, where the basic industry of the commun- 
ity went down to less than half of its normal employment, or its pre- 
vious employment, plus dieselization, which cut down railway 
employment. I believe an investigation will show, Mr. Chairman, 
Mr. Congressman, that water facilities, they finally put in—the county 
did something about flood control and a better water supply, it finally 
enabled them to bring in a glass plant and it, too, I think, 8 years before 
that public improvement was created, before they got the first allevia- 
tion of a problem which kept that community practically prostrate, 
and I should say most of the women in the town manless, for a period 
of 7 or 8 years. 

Mr. Rats. Of course the simple truth is, in location of industry, 
water supply is the first and most vital. 

I was interested to know—and I am sure you have read it in the 
magazine which came across my desk or rather out at my apartment, 
by Dun and Bradstreet this week in which they run a very fine article, 
the author I don’t rember, on all of the things necessary to attract an 
industry to a town from the standpoint of the things you are talking 
about here. I think you might be interested in reading it. It is a 
well-researched job. 

I am well aware of this situation, as you know. The only problem 
I was raising, it is going to be difficult in my opinion to get the Con- 
gress of the United States, with every fellow thinking of his home 
bailiwick, which maybe he shouldn’t do, to think about putting a river 
by somebody else’s door when the good Lord gave him one, and to 
think about all of these problems that he is going to insist is a dead 
industry, whether it is or not, I am not saying so, and I was hopeful 
that we would be able—and you helped my feelings considerably by 
saying that there would be no direct Federal participation of Federal 
funds other than administration and research, which I think prac- 
tically everybody would favor. I have been under the impression— 
and I admit I came specifically to hear what you have to say—that 
the bill itself was one of the grants and direct contributions to these 
communities, and I find out that is not the case. 

I appreciate your statement. 

Mr. Barkin. I would like to illustrate again, because this is so im- 
portant, and I must illustrate in terms of New England because I 
have been so much concerned with the problems over the last few years, 
a vigorous planning agency, such as is contemplated by this definition 
of local committees, could do two major things for New England, and 
which I have urged the New England Council to undertake, with 
no success : 

First, bringing the universities of New England to the service of 
the region. There are tremendous intellectual, scientific, and academic 
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resources, as you know, in that region; institutions like MIT, Har- 
vard, Yale, Brown, and others, and Wooster similarly—technical in- 
stitutions, the equal of which are not to be found throughout the 
world, and yet there has been no eifort made of any proportions to 
employ those resources, to engage those resources in the development 
of the region. 

The second, New England is close to Canada. It has harbors, it has 
proximity, and the Canadian East Coast has natural resources which 
are being discovered almost daily, to be of endless amounts and variety, 
and yet New England is not eng: aged i in any efforts, large-scale efforts, 
to tie in the resources of the eastern shores—eastern areas of Canada 
and its own manufacturing facilities. 

Mr. Boron. If I may interrupt, just to underline what Mr. Rains 
said and our problem, from the northern shores of Ohio and along 
Lake Erie, with specific connection with the steel industry, here I sit, 
as a Representative of my area, much as I happen to have spent a 
good deal of time in New England and love it, much as I would be 
concerned with New England problems, I would have to stand up for 
my area first. 

Mr. Barxrn. That is correct. We stood up for your area. My area 
has been supporting the seaway battle all these years. We happen to 
be fortunately pleading before you the cause of all America because 
we have membership—in this case we happen to be selfish, too—we 
have members everywhere. 

Mr. Epetman. Including the Congressman’s district. 

Mr. Boiron. That is right. 

Mr. Barkin. We see not only will our members benefit through 
direct employment but American indus‘rial development will be en- 
couraged and we see in each area, as Congressman Rains knows, we 
have been supporters of the TV A, because TVA built the resources on 
which private industry could develop extensive industrial structure. 
Without the power, without the locational advantages which have now 
been created, we couldn’t have had those industries there, leaving quite 
aside the problem of whether public or private power, it needed TVA 
or its equivalent development in order to assure the utilization of the 
resources of that region, and we have been fighting for Passamaquoddy 
for the same period of years, because we think that unless that natural 
resource is developed, it can’t—the northern parts of Maine can’t be 
properly developed. 

Why has the State of Maine been so unfriendly, until the present 
Governor, been unfriendly to industrial development? It was ex- 
tremely a "sad commentary upon the attitudes there and that story in 
itself, our efforts to change the attitude of the administrations and leg- 
islatures and the people of the State of Maine, is a commentary on the 
deficiencies of this bill, H. R. 8555, because we couldn’t get the State 
administrations up there even to turn a friendly eye on the idea of 
industrial development, so I really plead with you gentlemen, not in 
any specific—not in the interest of any specific group of people—that 
is, specific self-interests; this is in the national interest. We have 
millions of people who are now sufferi ing either through underemploy- 
ment or no employment, and they can be helped. 

Many regions of this country have been previously helped by the 
Federal Government, and an adequate bill in this field can help those 
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areas which have been unfortunately dislocated by national economic 
trends. 

The Cuarmman. You heard Mr. Ezelle paint that terrible picture 
of unemployment in Kentucky. Now, Kentucky is fortunate in its 
central location; it is rich in its navigable rivers; it has a fertile soil, 
and it ought to be rich in the minerals of its mountains, and yet it is 
in poverty. ‘There are no large communities there to encourage in- 
dustries. 

Do you think the Federal Government should help these stricken 
areas take advantage of their natural resources ¢ 

Mr. Barkin. Mr. Chairman, I happen to have had the good for- 
tune of visiting New Zealand 3 years ago, and I saw what the New 
Zealanders made out of that voleanic surface and created out of sheer 
debris a prosperous nation, because they were lucky to know how 
to use that soil. 

I think it is the obligation of the Federal Government to utilize 
its resources in the general public welfare, to quote the preamble of 
our Constitution, “to help employ its resources, to find ways and plan 
for the development of that area.” 

I cannot believe—and no American can accept the concept that we 
are without the human ingenuity to turn the mountainsides and rivers 
there to man’s use, and I think that is the challenge which this bill 
presents. 

If this bill—if an adequate bill is not forthcoming, it is as serious 
to me as a defeat of foreign aid. My concept of this particular bill 
is, if point 4 is good enough for our allies, it is good enough for our 
own people, and that is what we have to face. We must pass legis- 
lation in this Congress, and that is what concerns me. 

Mr. Borron. Will the gentleman yield for a question, because he 
has raised this philosophical question several times and it is the one 
I have the problem with. 

You mentioned that the New England Council, for example, had a 
planning survey of what could be done for New England, and that 
the government there did not accept it. 

Mr. Barkin. May I correct the gentleman? It was not the New 
England Council. It was the New England Committee of the 
National Planning Association, which had that plan. 

Mr. Borron. But it was a plan for New England which was put 
before the various State governments, is that right ? 

Mr. Barkin. No, it has been put before the people rather than 
before the various State governments. There is no formal legislative 
proposal. Excuse me if I have disturbed. 

Mr. Boron. It is all involved in my same question. The same 
thing would apply to your remarks about the State of Maine, and it 
raises the question, as I have followed your remarks—and I want to 
compliment you on them because they have been exceedingly forceful 
and well-presented—should we in the Federal Government adopt the 
position that the Federal Government will make plans for the various 
areas of the Nation, whether those areas are willing to accept them or 
whether they aren’t ? 

Mr. Barkin. Thank you for raising that question. 


Mr. Boron. Isn’t that the basic question that your remarks have 
raised ? 
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Mr. Barkin. That is correct, sir. 

My answer te you is this, “Yes,” if there are local forces and local 
vroups within the State or local communities, which are so minded 
as to frustrate and impede and prevent the industrial development 
and economic development of that area, the Federal Government has 
the obligation under the general welfare clause to intercede, intervene, 
and to secure that development. 

Let me illustrate for you—— 

Mr. Boron. Regardless of the feelings of the people ? 

Mr. Barxry. Regardless of the feelings of the leaders of that com- 
munity, because, gentlemen, this is a conspiracy and not the feeling of 
the people. The people want jobs. The leaders are interfering. <All 
of you know quite well, and if you want me to quote chapter and verse, 
I will be glad to do it. You know quite well, until 1947, how many 
chambers of commerce of the Southern States prevented industry 
from coming into their communities. There was a conspiracy. Is that 
correct, Mr. Spence ? 

The Cuatrman. I have heard of them doing that. 

Mr. Barxrn. I can quote you. During World War II the Federal 
Government had difficulty in getting local approval of the location 
of plants, because local communities were resisting and opposing. 

Now, there is more at stake here than the ruffled feelings of an indi- 
vidual group of leaders who find private profit in preventing the 
industrial abs of that particular area or community. 

Mr. Borron. I don’t think that is always true, do you? 

Mr. Barkin. Not always, obvicusly not, but there are people who 
are so minded, and who have the leadership of that community. 
Obviously, let me add this in order to sort of qualify what I am say 
ing, obviously no Federal Government goes into a local community and 
rides roughshod. This is merely enabling legislation. Then the proc 
ess of education begins. If there are distressed areas, they can—the 
leadership can be educated, and won over to that kind of program. 
We know, for example, that in many of these distressed areas the 
local leadership is uninformed as to what can be had. The only thing 
they hear about is what the chamber of commerce or a local realtor 
tells them. They are not experts in this field and if they came into 
contact with local experts, men of experience, they could do very much 
to be won over. They could win them over and persuade them to 
undertake and support such types of project. 

This enabling legislation will initiate a period of education which 
will be of great help in the industrial development of our country. 

Mr. Borron. And basically, if I might add, would put the indus- 
trial planning of this country in the hands of people who are actually 
not themselves personally interested in that industrial development, 
right ? 

Mr. Barkin. Not personally—in terms of personal profit, that is 
correct. 

Mr. Boron. And in terms of personal responsibility. 

Mr. Barkiy. They will have public responsibility. 

Mr. Bouron. As a member of a national planning agency. 

Mr. Barkin. That is correct. 

Mr. Boiron. I think the gentleman would agree that is the cleavage 
of philosophical difference. 
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Mr. Barxrn. That is the cleavage, the cleavage is philosophically, 
as you generally pose it. The other side of the cleavage is can you let 
people expire, sink into greater and greater misery, simply because at 
the moment they haven’t perceived that they can help themselves 
through active planning and help from the outside? 

It is tragic, gentlemen, when the officials of Lawrence, Mass., that 
have such a high proportion of unemployment, publicly state that they 
don’t need help. Who doesn’t need help? The mayor, or the other 
officials there? Of course not. They have their own private income. 
But the thousands of unemployed in Lawrence, Mass., for whom they 
are rejecting help, they need the assistance and that is the tragedy. 
When people of other areas—I am picking out the areas for which I 
‘an speak with knowledge and personal acquaintance, I think that it 
is an indictment of the nature of representation in some of these areas 
when the public officials or a spokesman of a public interest appears 
before a Federal group and says, “I don’t need Federal assistance.” 
He doesn’t, but, by God, what public representative can stand up and 
say, “I have 15 to 20 percent of my people unemployed and they don’t 
need help and they came to me and told me to reject assistance ?” 

The Cuatrman. Righ along that line, this bill provides that the 
Government may make a loan of 25 percent. Fifteen percent will have 
to be raised in the affected area, as a condition to getting the Govern- 
ment loan. Do you think that is a practical matter? 

Mr. Barkrn. No, sir. As I have expressed myself, I think that that 
provision indicts the bill, and the philosophy underlying it. 

The Cuairman. Well, if there are no further questions, we will con- 
clude the hearing this morning. 

You have made a very excellent statement, and we are very glad to 
have your views, and I know they will be considered when we meet in 
executive session. 

We thank you for coming. 

Mr. Everman. Thank you, Mr. Chairman. 

Mr. Barkin. Thank you, Mr. Chairman. 

The Cuairman. The committee will adjourn, to meet tomorrow at 
10 o'clock. 

(Whereupon, at 11:58 a. m., the committee adjourned, to reconvene 
at 10 a. m., ‘Tuesday, April 24, 1956.) 
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TUESDAY, APRIL 24, 1956 


Hovust or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10:30 a. m., the Honorable Brent Spence, 
chairman, presiding. 

Present: Chairman Spence (presiding), and Messrs. Brown, Pat- 
man, Multer, O'Hara, Mrs. Griffiths, Messrs. Ashley, Talle, McDon- 
ough, McVey, and Bolton. 

‘Vhe CuarrMan. The committee will be in order. 

We will resume the hearings on H. R. 8555. 

Will the clerk call the first witness ¢ 

The Crier. Mr. Chairman, the first witness is Mr. Goffrey Hughes, 
executive director of Southern Illinois, Inc. 

The Cuamman. Mr. Hughes, you may proceed as you wish. If you 
have a written statement, you may ane it without interruption if 
you desire. 


STATEMENT OF GOFFREY HUGHES, EXECUTIVE DIRECTOR, 
SOUTHERN ILLINOIS, INC., CARTERVILLE, ILL. 


Mr. Huenes. Representative Spence, chairman of the House of 
Representatives Committee on Banking and Currency, and other 
committee members : 

1 would like to make a written statement, then after that I would 
iike to speak extemporaneously on some of these matters. 

As executive director of Southern Illinois, Inc., and in behalf of 
my board of directors and the membership of our organization, I 
want to express our appreciation for the privilege of this appearance 
at the hearing on H. R. 8555 and the opportunity of acquainting you 
with the economic problems of the southern communities of Illinois. 

Unless otherwise stated, I shall direct your attention to the need 
of the 16 southern counties, with a total population of 355,303, the 
1950 census. 

The cause of our distress is traceable to many factors, each of which 
is affected by the others. I cannot say that any one circumstance or 
condition produced our problems, but would have you understand that 
a diversity of conditions has developed, leaving us with a persistent 
problem of unemployment, with its attendant—necessary but de- 
plored—public relief and general assistance cases in numbers that 
reflect unusually high percentages of the total population (see pages 
2 through 6 and attached newspaper layout—*Fifteen Illinois Coun- 
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ties Struggle for Survival,” St. Louis Post-Dispatch pictures section, 
pp. 2-3, April 15, 1956). 

I would like at this time to call attention to these pictures that came 
out. Christopher is my home town. I recognize that place, course. 
Royalton is a coal mining town. This picture is an abandoned coal 
mine at Royalton. 

Down below is main street of Johnson City, in Williamson County, 
and here are the counties generally that are considered the 19 de- 
pressed area counties of southern Ilinois. 

This picture at Cobden is an abandoned farm. 

In my testimony I will say that several thousand farms have been 
abandoned. 

Orient, [ know the school principal there. His name is Cecil Eber- 
hardt. He is looking at an abandoned schoolroom at a time when 
schoolrooms are crowded over the Nation. There is an actual 
picture, 

Here is Anna; people standing in line for surplus commodities. 

Now, our organization, Southern Illinois, Inc., did not provide these 
pictures, did not have anything to do with that, but a good part of the 
material presented here is factual and certainly reflects a rather true 
situation m southern Ilinois. 

Our organization, rather than talk about these deplorable things, 
likes to talk about the brighter side. We take the constructive and 
optimistic attitude. 

Over to the right are some of the things that have been done. Our 
university provides a program of community uplift for Eldorado, 
and it is being passed around the other communities. 

At Herrin they have done a considerable amount of attracting and 
developing new industry. They developed some home industries there. 

Our university has technical training. 

Over here is Devils Kitchen Dam, an impoundment of water for 
industry, and the Federal Congress has granted 2 allotments of 
S1 million each to get this completed. 

Over to the left there is Big Muddy River. That has been known 

sa navigable river for a good many years, and our hopes are tied in 
W vith these things down here and some other things that I shall report 
to you in my written statement. 

If you should like to know what Southern Illinois, Inc., is, you will 
find it here, a community organization representing the lower counties 
of Illinois. It is supported by chambers of ¢ ommerce, civic clubs and 
organizations, professional groups, labor unions, a ere at group of 
people, professional, business people, interested in the welfare of our 
area. 

On the subject of coal mining, I will read from the statement. 

For years, five of our most populated counties—Franklin, Jackson, 
Perry, Saline and Williamson—depended on our basic resource, coal. 
K mployment in the shipping mines of Illinois declined from 85,037 
men in 1920 to _- {6 in 1950. Further reduction followed with em- 
ployment 26,936, 21,674, 17,201, and 15,252 in the subsequent years 
extending thr aia 1954. Our southern counties were producing about 
40 percent of the total tonnage but since World War IT a dispropor- 
tionately higher reduction was suffered because of higher coal costs 
in old deep shaft mines. 
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Our coal industry once enjoyed four major markets, namely, the 
domestic, manufacturing, steam railway locomotive and the genera- 
tion of electricity. Substitute fuels have made great inroads in the 
domestic market and in the factories. The diesel locomotive has all 
but repli: iced the steam engine on the railroads, but—— 

This is exhibit material showi ing the unemployment report from the 
State Labor Bulletin, some statements from the employment offices, the 
actual population and decline in popalation, the number of people on 
assistance, and I want to point out that we are spending $1,127,193 per 
month in those counties. 

This is just a crude drawing to show you the area that I am talking 
about and some of the proposed developments and some that we hope 
to have. 

The next page over here, I want to call your attention particularly to 
that. I will refer to it again later. This is a copy from one of Con- 
gressman Spence’s State papers, the “Courier Journal,” Central City, 
Ky.: “Green River Development Work Spurs Optimism in Coal 
Region.” 

We have praised those people for their aggressiveness in getting 
these things. We think that is the answer to some of these coal prob- 
lems, barge transportation. 

I want to call your attention to the fact that we don’t have that, and 
we would like to have it. We don’t envy those people. We applaud 
their aggressiveness in getting it. 

On the righthand you will see on that page a statement from 
“Business Week” of January 28, 1956, in which the “Olin Deal Ful- 
fills Three Dreams” appears 

Olin Mathieson Chemical Corp. was looking for a place to manu- 
facture primary aluminum, and they found that the Pittsburgh Con- 
solidated Coal people have developed the first low- -temperature coal 

carbonization plant. They found out that the American gas and elec- 
trie people were people with a tremendous amount of money and 
imagination and they put those two operations together and provided 
electricity almost at cost or possibly a profitable byproduct. Olin 
insisted upon that, and so there is a three-way tie-up between the 
coal company and American Gas & Electric Co. and the Olin Mathie- 
son Co. 

I think that is one of the great future prospects for our depleted 
and our distressed coal fields, is the tying up of the chemical industry 
with the electrical industry, with the aluminum industry. It is al- 
ready demonstrated. 

Those people are to be applauded for having those fine aggressive 

companies that could do that. 

(The material referred to above follows:) 


FIFTEEN ILLINOIS COUNTIES STRUGGLE FOR SURVIVAL 
CRISIS IN SOUTHERN PART OF STATE IS DUE PRIMARILY TO THE CLOSING OF COAL MINES, 
CAUSING A GENERAL SNOWBALLING OF UNEMPLOY MENT—AREA IS TRYING TO ATTRACT 
NEW FACTORIES, PULL ITSELF UP BY BOOTSTRAPS 
(By Robert E. Hanon of the Pictures Staff) 
In southern Illinois, abandoned coal-mine tipples stand like tombstones in 


an industrial graveyard. Once they hummed with activity, signifying pros- 
perity in an area where coal mining was the chief industry. As oil and gas 
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gradually displaced coal, mines closed down, and now the silent tipples symbolize 
the area’s economic distress. Paradoxically, this dismal scene presents itself 
in the heart of a prosperous Nation. 

Decline of lllinois coal mining is attested by a few statistics. In 1923, when 
the industry was at a peak, 103,000 men were employed in 1,136 mines. After 
the depression of the 1930’s, production climbed to another peak in World War 
II, but the manpower shortage brought on mechanization. In 1951, there were 
302 mines and 29,000 were employed. 

Last year, only 198 mines operated, and only 13,000 men worked—and they 
worked only 2 or 3 days a week. Over the years, some mines were abandoned 
because the coal was exhausted, but others closed when it became too costly 
to get the coal out, or the product was uncompetitive in distant markets. There 
still are billions of tons of coal in the southern Illinois fields. 

Production actually is up somewhat from the postwar low in 1954, indicative 
of industry efforts to regain lost markets and create new ones. But employ- 
ment remains at a low level. Coal is producing only 38 percent of the Nation’s 
energy, 2 25 percent drop in 10 years. It lost a huge outlet when railroads con- 
verted from steam to diesels. It has lost one-third of its home and building 
heating customers to oil and gas. Many industries no longer use coal to fire 
smelters, mill and factory boilers. 

In the 15 counties that comprise southern Illinois’ depression area, coal’s de- 
cline naturally has had a tremendous socioeconomic impact. With thousands of 
miners unemployed, trade and service industries that depended on miners’ pay- 
checks have slumped. Unemployment snowballed, until now more than 31,000 
persons are out of work, according to Representative Kenneth Gray, whose con- 
gressional district covers 14 of the counties. These represent about 19 percent of 
the area's employable work force. 

In the last 5 years, 25,000 persons have left the area to find work elsewhere, 
and 6,000 farmers have moved off the land. Almost 30,000 persons are receiving 
public aid; the relief bill totaling more than $1 million a month. Thousands 
more are living on unemployment compensation or pensions. Altogether, 51,000 
people are receiving Government surplus food in Gray’s district. 

While the collapse of coal was the main cause, other factors have contributed 
to the area’s ills. Fluorspar mines, unable to compete with Mexican imports, also 
have shut down. In recent years several large factories closed, some because of 
cutbacks in war production, others because of technological changes. Agricul- 
ture never flourished; the land is poor and most farms are small, submarginal 
operations. Much of the area is unproductive forest land. Fruitgrowing, a 
major industry in some places, is a risky venture; last year a late freeze destroyed 
the peach crop. 

Such cold statistics and facts, however, fail to portray the human misery, suf- 
fering, and hardships that are consequences of a sick economy. Nor do they 
reflect its far-reaching, self-multiplying effects. Economic disaster may not be 
as dramatic as a flood or tornado but it is, nonetheless, devastating. 

Most southern Illinois towns have been hard hit, and they show it. Many 
houses and store buildings are vacant and need repair. Streets are deserted. 
Retail trade has fallen. Property values have tumbled. Tax revenue has 
shrunk. Streets, sewers, water systems, and public buildings need rehabilita- 
tion. Many of the residents who are employed work elsewhere and commute 
long distances daily or weekly. School enrollment is dropping. Young people 
are leaving, and with them goes potential leadership. Their absence is reflected 
in a birthrate that is the lowest in the State. 

There are a few bright spots in southern Illinois; communities have solved 
their economic problems by attracting new industries. Towns like Chester, 
Herrin, Marion, Carbondale, and Mount Vernon resent being classed as part of 
the depressed area, but their well-being only serves to point up the plight of 
their neighbors. 

Another bright spot is Southern Illinois University, at Carbondale, a small 
teachers’ college a few years ago and now a large, progressive educational insti- 
tution dedicated to the area it serves. It is providing much-needed leadership 
for the economic, social, and cultural improvement of the region. Ten towns 
have undertaken community redevelopment programs in cooperation with the 
school. The university’s vocational-training institute and extension courses are 
doing much toward raising the level of education and skills in the area. 

Southern Illinois’ basic need is industrial diversification. The area possesses 
most of the resources required for a broad economic base—raw materials, labor, 
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transportation, good geographic location, and land that could be productive under 
yroper use. 

Admittedly, it lacks water, but geologically the area is suited for a chain of 
artificial lakes that would assure not only a supply for domestic and industrial 
use but also provide recreational facilities. The area also needs a general face- 
lifting and sprucing up in all regions of community life. 

Since such projects would cost money that the area obviously doesn’t have, 
outside financial aid is needed. Most communities are doing their best to help 
themselves within their limited means. The State’s new division of industrial 
planning and development is trying to interest new industries in the area. Most 
promising source of help, however, is a Federal-aid program proposed by Senator 
Paul Douglas, of Illinois, under which $200 million would be made available for 
loans and grants to promote economic recovery in depressed areas throughout the 
United States. 


Estimated unemployment in 16 southernmost counties of Illinois 





Number of rersons uremployed, 
October 1955 











County se tae oe 
Total Men | Women 
| | 
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ee See Meee ee ee ee ee eee | 750 450 300 
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DE LIE FS SR SET A SEES 900 | 670 250 
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Sources: Estimates of Illinois St:te Employmert Service offices, except Hamilton County, which was 
estimated by the Illinois Public Aid Commission, McLeansboro. 


{From Illinois Labor Bulletin, November—December 1954] 
TWENTY THOUSAND AVAILABLE WORKERS IN SOUTHERN ILLINOIS 


(Surveyed by Illinois State Employment Service and Division of Unemployment 
Compensation in Cooperation With Southern Illinois University) 


Over 20,000 workers reporting to the unemployment compensation, ISES, local 
offices, whose territories cover 30 southern Illinois counties,’ filled out question- 
naires in a survey made last summer. The questions related to their last regular 
job, occupation, dependents, and whether they were permanent residents of 
southern Illinois and homeowners. 

The replies in this survey represent workers who were seeking employment 
through ISES from May 15 to July 15, 1954. 


WHERE WERE THEY LAST EMPLOYED? 


Of the 20,697 workers replying in the survey, 15,552, or 75 percent stated their 
last job was in southern Illinois. Ten percent of the workers had worked else- 
where in Illinois, 13 percent had last worked outside the State, and 2 percent had 
never worked or did not report on their previous work experience. 





1 Counties included in the survey: Alexander, Clay, Clinton, Crawford. Edwards. Fffing- 
ham, Fayette, Franklin, Gallatin, Hamilton, Hardin, Jackson, Jasper, Jefferson, Johnson, 
Lawrence. Marion, Massac, Perry, Pope, Pulaski, Randolph, Richland, Saline, Union, 
Wabash, Washington, Wayne, White, and Williamson. 
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MIGRATION 


Nearly one-fourth of the workers had returned to the area from jobs in other 
areas. This raises the question: How strong is the attachment of these work- 
ers to southern Illinois, and would they remain if job opportunities existed in 
the area? 

Virtually all (97 percent) of the 20,697 persons in the survey regarded south- 
ern Illinois as their permanent home. This close link to the area appears to 
deter many workers from leaving the area despite the lack of job opportunities, 
and causes those who do migrate to work elsewhere to return to the area when 
laid off in other localities although it means returning to an area where job 
opportunities are virtually nonexistent. Most of the workers who had returned 
had had jobs in Chicago, Peoria-Pekin, East St. Louis, other Illinois towns, 
and adjacent States, particularly Missouri, Kentucky, and Indiana. 


HOUSING 


Of the 20,109 who considered themselves permanent residents of southern 
Illinois, more than half (52 percent) owned the homes in which they resided, 
29 percent lived in rental quarters, and 19 percent lived with relatives. Of 
those whose last job was out of the area, about one-third owned a home in south- 
ern Illinois, another third were living with relatives, and the remainder lived 
in rented quarters. Of those who had last worked in southern Illinois, 57 percent 
owned their own homes, 28 percent rented, and 14 percent lived with relatives. 


DEPENDENTS 


The workers’ responsibility for dependents may influence their willingness to 
seek jobs out of the area. About 30 percent of the persons covered in the survey 
were without dependents, one-fourth had 1 dependent, 16 percent, 2 dependents, 
13 percent, 3 dependents, and 17 percent had 4 or more dependents. 


Taste A.—Percent of claimants with and without dependents, by location of last 
job 





Men Women 


Last job ‘i 
No de- 1 or more No de- 1 or more 
pendents | dependents pendents dependents 











Southern Ilinois 
E!sewhere pdobadiabubirinne Rubee adcce butte 
Never worked and unreported __...........--- 





NoTeE.—Only 11 percent of the women and 27 perceni of the men had worked outside Southern Illinois 
INDUSTRY 


About 12,000, or 59 percent of the workers in the survey, were last attached 
to nonmanufacturing industries, with the last jobs of 45 percent in either min- 
ing, construction, or retail trade. More than 3,400 workers reported coal mining 
as their last industry—a greater number than from any other industry. More 
than 3,000 workers reported their last jobs had been in construction. 

Forty percent or 8,242 of the workers had had their last jobs in manufacturing. 
Of these 1,712 had been in transportation equipment, 1,363 in apparel, and 1,218 
in leather manufacturing firms, which industries had sustained rather sharp em- 
ployment reductions just prior to the survey. 

Of the 5,247 jobless women, 1,294 had last had jobs in the apparel industry, 
894 in leather goods, 775 in retail trade, 551 in electrical machinery, and 233 in 
textile mill product firms. 


DURATION OF UNEMPLOYMENT 


Half of the 20,697 workers (excluding 2,023 for whom information was un- 
available) reported that 14.2 or more weeks had passed since their last day of 
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work. Half reported that less than 14.2 weeks (median) had passed since their 
last day of work. Nearly one-fourth, 4,680, or 23 percent of the workers had 


been unemployed for 26 weeks, long enough to exhaust unemployment compensa- 
tion benefit rights. Most of the workers out of work over 26 weeks were from 
either the construction, retail trade, electrical machinery, transportation equip 
ment, or coal mining. 

The average duration of unemployment for workers varied greatly with the in- 
dustry of last employment. For instance, half the workers last employed in 
the manufacture of furniture, electrical machinery, tobacco products, and tex- 
tiles had been unemployed over 26 weeks. Half the workers last employed in the 
manufacture of petroleum and coal products, stone, clay, and glass, printing and 
publishing, and Government had been unemployed more than 20 weeks. See table 
B, column 38, for industry of last employment and duration of unemployment. 


TABLE B.—I/ndustry of last employment and duration of unemployment of all 
applicant-claimants 


Length 
ployment 


of unem- 


Industry of last employment Workers Percent Workers 


unem- 
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Z over 26 
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PUTING Tes I icc ccceuncntecseeoceeses< 529 2 6 17.9 131 
Machinery (except electrical) _.............--- 510 25 13 ¢ 146 
OS ER ie ae Se eee 747 36 Over 26 390 
LEO AOP RD SONG ooo inkiccnnacddansiowannenn aces 1,712 83 18.9 354 
Ga cr 449 2.1 126 
nan oi es eabuaee 3, 567 17.2 4.9 709 
Se ae ae Nae EE Ree eee ee aa 1, 363 6.6 416 241 
Leather and leather products.....................--..-- 1, 218 5.9 4.4 92 
Other POGTRIS BOGGS. | co cccninnencacnedsocceece- 986 1.7 376 
a Se er Sea eames 12, 151 58.7 14 4 2, 658 
a ee Ee Ee eo a dbunudee 3, 434 16 6 13.8 346 
Petroleum products and other mining...............--- 1, 091 5.3 13 3 153 
I ne eee 3, O41 14.7 158 910 
se 622 3 0 14 165 
OS SEL SENET a La Se a 1,718 8.3 16 2 450 
Se oa a Ps 858 4.1 13 3 227 
i RR AOE Ree Ss Ae ee eee 542 26 21.2 175 
UOT TI on i ceed acntienancas 845 4.1 ‘ = 232 
Never worked, and miscellaneous___........--- 304 +} } Sere 0 


OCCUPATION AND SKILL 

Semiskilled and unskilled workers constituted the lurgest groups among those 
i the survey—each group comprising over 5,900 workers, or 29 percent of the 
total. 

Among the unskilled were 1,826 laborers for heavy work and 751 construction 
laborers. The occupations represented in the semiskilled group were more 
varied—sewing machine operators, truck drivers, motormen, bolter-up men used 
in ship construction, rotary drillers and helpers froin the petroleum production 
industry, driller machine men from coal mining, and auto service station 
attendants. 

Among the 4,500 skilled workers, about one-fourth were workers in the skilled 
occupations of bituminous mining. Substantial numbers of carpenters, mainte- 
nance mechanies, automobile mechanics, and are welders were along the skiled 
unemployed. 

Sales clerks, clerk-typists, stenographers, waitresses, cooks, and farm workers 
also were substantially represented in the unemployed workers. 
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AGE 


Nearly 40 percent of the 20,697 unemployed workers in the survey were under 
35 years of age. Only 26 percent were in the over 50 age groups. Of the men, 
37 percent were under 35 years and about 30 percent over 50 years. 

The median age of all those who completed questionnaires was 39.7 years with 
the median age of men (40.1) somewhat higher than that for women (36.3). 
This group of workers does not differ greatly from the median age of all employed 
persons in the State which in the 1950 census was 39.4 years; 40.4 years for men, 
and 36.8 years for women. 


TaBLeE C.—Occupation of unemployed workers in 30 southern Illinois counties, 
May—July 1954 


Occupation 


| 
Occupation Total | Men | Women | 


| Total | Men | Women 





| ee | 20,697 | 15,429 | 5, 


344 
1,499 


Professional : 
Clerical and sales_- 


Sales clerk 
Clerk-typist 
Stenographer _ - -- 


179 


Service. 


Waitress 
Cook 


Agriculture ___. 


Farm hand_.- 
Farmer_. 
Skilled______- 
Miner 
Machine man, mining_| 
Miner, coal or metal. 
M ining, other occupa- | 
tion : | 
Carpenter ____- 
Maintenance mechanic-_| 
Welder (are) 
Auto mechanic 


247 | 


291 51 | 


\| Unskilled__ 


Semi-skilled - -__-- - 
Sewing machine oper- 
ator: 

Cotton garment 

Style garment 
Truck driver: 

Licht 

Heavy 
M otorman..-- . 
Bolter-up (ship con- 

struction) -_---- 
Rotary driller, helper 
Driller machine, min- 

ee all ‘ 
Auto service attendant- | : 
2] 1,141 
Laborers: 

Heavy pire nines 

Construction - - - - 

M edium 

Licht sad ieciitncl 
Production workers: 

Nonmachine 

N’ achine 

Combination 

\ ining occupations 

Occupations in radio | 


manufacturing 


Unknown.. 782 | 





CONCLUSION 


Although about 1 out of every 5 workers included in the southern Illinois 
applicant-claimant survey had been employed in coal mines, many other occu- 
pations were represented among the unemployed. A high proportion of the 
workers were unskilled (29 percent) as compared to about 10 to 15 percent 
among all workers in the State. The age distribution of the survey group was 
not very dissimilar from that of all workers in the State. 

Workers in this area have demonstrated a willingness to migrate when job 
opportunities are offered elsewhere but tend to return to this area when 
unemployed because their homes are in the area. 


SuMMARY oF LABOR MARKET TRENDS, SEPTEMBER 1955 


HERRIN 


A surge in manufacturing employment made possible an increase of 1,525 
among reporting firms in the Herrin sector between mid-February and mid- 
August 1955. Gains of 275 in machinery and 75 in textiles resulted from plant 
expansions, while electrical machinery gained 150 in addition to the return 
of 900 workers to their jobs following settlement of a labor-management dispute. 
Except for seasonal losses in coal mining, nonagricultural lines held reasonably 
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steady with the help of brisk activity in construction. Unemployment in Wil- 
jiamson and Johnson Counties was estimated at 3,600 (including 675 women) 
on August 15, as compared to 4,500 on February 15. Continued improvement 
in the manufacturing picture and relatively stable nonmanufacturing employ- 
ment is foreseen during the next several months. 


MURPHYSBORO 


A modest employment gain resulted in the Murphysboro sector despite scat- 
tered losses in several lines during the 6-month period ending August 15. Manu- 
facturing gains of 100 were centered in apparel. Although construction experi- 
enced a general pickup, about one-third of the nonskilled construction labor 
force was unemployed at any given time. Seasonal agricultural employment 
has been only a fraction of that required during normal years due to the March 
freeze which killed the peach crop and seriously damaged apples. Unemployment 
in Jackson, Perry, and Union Counties was estimated at 3,000 on August 15 
(including 575 women) as compared to 4,000 on February 15. Although local 
industries absorbed many, the reduced jobless total was largely a result of 
workers departing for areas of greater employment opportunity. A moderate 
employment advance in apparel manufacturing and relatively stable conditions 
in other lines are anticipated during the ensuing 4 months. 


WEST FRANKFORT 


tmployment slackened in nearly all industrial lines, revealing a net loss of 
1,300 among reporting firms in the West Frankfort sector, during the 6-month 
period ending August 15. Chief reductions occurred in coal mining, as permanent 
closure of 1 mine sent home 375 workers and mechanization of mines displaced 
350. Temporary shutdown of 1 mine idled 400, but operations were resumed 
in mid-September. Seasonal layoffs in apparel idled 125. Unemployment in 
Franklin County rose beyond that reported last February, the number of jobless 
being estimated at 4,900 (including 975 women) on August 15, as compared 
to 4,800 on February 15. During the next 4 months, moderate gains are scheduled 
for the apparel industry, with reports indicating that other lines may remain 
stable or show slight increases. 


Population and public assistance in 16 southernmost counties of Illinois 





“ = | Public assistance, month of 
1950 population October 1955 





County sii men 
Percent of ‘ j 
gain or loss eee | Amount 
since 1940 daar 


| 

Number of | 
persons | 
} 





| 


Alexander 20, 316 20. ¢ , 638 | 855 
Franklin , 685 8.4 | , 801 | 168 
Gallatin = i - 9, 818 | ‘ , 193 | i, 742 
Hamilton..._-- PSE et ee 2, 256 8. ¢ 709 | 29, 059 
| , 530 | . 656 | 22, 127 

. 124 +0. 5 2, 163 | 93, 496 

, 729 j 512 21,022 

3, 594 9. , 095 , 992 

684 | 7.5 170 | 40, 888 

5, 779 | 27 | $31 7,512 

3, 639 | d 1, 865 , 974 

31, 673 5.3 847 35, 171 

3, 420 2. 2 4,171 , 659 

, 500 | .f 813 38, 440 

, 935 | +4.5 | 1,173 46, 710 

8,621 | 5. £ 4, 432 188, 378 


355, 303 28, 669 1, 127, 193 





Sources: 1950 population from 1950 census. Public assistance for month of October 1955 from Illinois 
Public Aid Commission reports, Garrett W. Keaster, executive secretary. 
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Of Southern Illinois’ 15 economically depressed counties (un- 
shaded), seven are coal producers (scuttles). Hardin is fluor- 
spar center, Union is peach- grower. Alexander and Pope are 
occupied mostly by Shawnee National Forest. Others are 
relatively poor farm counties. Figures represent per cent of 
population (1950 census) receiving public aid in January. 
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[From Business Week, January 28, 1956] 


CENTRAL City, Ky., March 3.—Cost of the navigation improvements is nearly 
$8 million, the Rough River Reservoir about $6.5 million. In other words, both 
will cost less than $15 million. 

It is doubtful, people here say, that optimism and a renewed lease on eco- 
nomic life for an entire area ever were brought so cheaply. 

The lock and dam improvements will open the lower 103 miles of the Green to 
Ohio River-size barges. Work, started in early 1954, will be completed in mid- 
April. 

There are numerous examples of how the project already has had a stimu- 
lating effect on the coal industry and on business in general in these parts. 

For instance, the Green River Valley Citizens League, which has spearheaded 
the river-development drive, reports 3 million tons of coal from mines near here 
has been contracted for on the strength of savings to be affected once the coal can 
be moved to market by barge. 

That coal, the league emphasizes, was contracted for before the navigation im- 
provements were completed. A much greater increase in mining should come 
later, it adds. And since it is estimated that a ton of coal is mined for $1 in 
wages, $3 million in fresh payroll money already has been created, or soon will 
be. 

THREE EXAMPLES 


Since the canalization work began, there has been something of a rush to locate 
mines on the river or to build facilities on the stream whereby existing mines 
can use the waterway. Three examples stand out: 

Gibraltar Coal Co.—This firm has located a new multimillion-dollar mine near 
the river 3 miles from Central City. The mine will be a strip operation. It will 
open in April. It will hire at least 200 persons, and will produce 12,000 tons of 
eoal daily. A 1,300-foot-long canal has been dug from the river to near the 
tipple. A conveyor belt will move coal from the tipple to piers in the canal, where 
it will be dumped into barges. 

Paradise Collieries.—Actually, this company’s new mine between South Carroll- 
ton and Rockport opened 4 years ago. But even then, the location was decided 
upon in anticipation of the river’s being improved. Moreover, the mine won't 
zo into full production until canalization is completed. It will load coal directly 
into barges. 
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(By Joe Creason, Courier-Journal staff writer) 


SMALL INVESTMENT, Big ReTURN?—GREEN RIVER DEVELOPMENT WorK Spurs 
OPTIMISM IN COAL REGION 


OLIN DEAL FULFILLS THREE DREAMS 


Aluminum expansion continued unabated this week—but with a striking new 
evolutionary twist. This time, it came as part of a deal that brought fulfillment 
for 3 major companies’ dreams. And it opens new sources of supply for 5 
commodities—coal, aluminum, power, chemicals, alumina. 

That was the significance of Olin Mathieson Chemical Corp.’s announcement, 
weeks after the news leaked out, that it will erect a 60,000-ton aluminum plant on 
the Ohio River near Clarington, Ohio. The project is loaded with “firsts”: 

Pittsburgh Consolidation Coal Co., one of the participants, will build the 
country’s first low-temperature coal carbonization plant. Designed to yield coal 
chemicals in volume and quality unavailable from the steel industry’s coke 
plants, the plant also will yield a new, lower-cost boiler fuel. 

American Gas & Electric Co. will operate a two-unit power plant on the 
opposite bank of the river. A. G. & E. will own one of the two 225,000-kilowatts 
turbine generators, apply it exclusively to its own system; Pittsburgh Consoli- 
dation and Olin Mathieson will own the other jointly and use its output for the 
aluminum plant. <A. G. & E.’s president, Philip Sporn, has been working for at 
least 5 years to bring aluminum’s big power loads to the coal-based utility gen- 
eration of the upper Ohio Valley. The Olin plant will be the second aluminum 
load to respond. Kaiser Aluminum & Chemical Corp. recently contracted for a 
long-term 450,000-kilowatts supply from A. G. & E. 

Olin realizes 3-year dream by getting into aluminum smelting, and building the 
Nation's first integrated aluminum plant. 


Aid for area 


Pittsburgh Consolidation expects to spend about $20 million for a new mine and 
its carbonization plant. Olin will spend $90 million for its aluminum plant, and 
a joint Pittsburgh Consolidation-Olin subsidiary will spend $30 million more on 
the powerplant. With A. G. & E.’s $30-million investment in the second turbine, 
a total of $170 million will go into an area that has suffered from coal’s slow 
business. 


New fields for coal 


To feed its low-temperature carbonization plant, Pittsburgh Consolidation will 
open a new 2-million ton mine beside the river. At the plant, volatile elements 
will be driven off the coal by heat of about 900° F. (half or less of conventional 
coke-making heat ranges) and processed chemically for sale. The residue— 
perhaps 66 percent of the input—will flow to the new power station for boiler 
fuel. 

Pittsburgh Consolidation gets several advantages from the project: (1) The 
large-scale long-term coal sales let it mechanize its mining thoroughly and re- 
cover the costs over many years; and (2) it gets a new revenue source by extract- 
ing a maximum chemical yield from its coal. 

It can process these chemicals itself, further raising the cash yield from its 
eoal. And, if it chooses, it can apply some of the chemical proceeds against the 
price it charges the power plant for the residual “char’—letting it price its coal 
competitively for boiler-fuel use. 


New tactics for power 


Through the deal, A. G. & E. demonstrates new tactics for the power industry, 
too. For years, power men have yearned to serve the huge demands of electro- 
metallurgy and electro-chemistry, but they’ve been somewhat afraid to tackle 
them, too. Such loads are so large and so continuous that they conflict directly 
with conventional utility practice. 

So now, Sporn has demonstrated a third way, within 3 years, of accommodat- 
ing Such loads to utility systems: 

He allied A. G. & E. with numerous other utilities to erect and operate a 2.2 
million kilowatt system serving the Atomic Energy Commission at Portsmouth, 
Ohio. Here, utility credit, know-how, economies, and reserve capacity captured 
the business. 

In his Kaiser contract, Sporn assumed a perilously large single-purpose load 
for a conventional utility system to take on. But the A. G. & E. system, with 
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4 million kilowatts operation and another 1.7 million kilowatts building, not only 
can supply it but can absorb it if Kaiser’s demand slows. 

In the Pittsburgh Consolidation-Olin deal, A. G. & E.’s integrated system offers 
Olin invaluable economies and protection. 





Know SovutrHern ILiLINoris INc. 


The organization was incorporated June 17, 1940, as a nonprofit corporation 
under Illinois law. Its objectives as set out in the charter are: “To preserve 
present industry located in southern Illinois; to publicize and promote the 
industrial advantages of southern Illinois; to publicize and promote the recrea- 
tional advantages of southern Illinois; and to promote the educational ad- 
vantages of southern Illinois and particularly to promote the expansion and 
growth of Southern Illinois Normal University.” 

Know, too, that great progress has been possible during the last 15 years 
by the close cooperation of local chambers of commerce, our Southern Illinois 
University, our Illinois Public Aid Commission, our elected officials, our public 
utilities, our newspapers, radio and TV stations, our banks and other business 
and professional men and women, our friendly-labor unions, our railroads, truck 
lines, and civic, professional, and fraternal groups. All are working as a great 
and powerful team in an organization—Southern Illinois Inc. 

Know, also, that the many good things that have come to southern Illinois 
during the last 15 years did not “just happen.” Examples: 

1. Crab Orchard, Little Grassy, and Devil’s Kitchen Lakes, 

2. Illinois ordnance plant. 

3. Development of Southern Illinois University and Vocational Technical 
Institute. 

4. Several new manufacturing industries, employing more than 10,000 people. 
5. Much better labor-management relations. 

6. Developing a sense of pride in our scenic and recreational assets. 


- 


7. Advertising nationally the good thingse of southern Illinois—good magazine 
stories and TV releases. 


8. Further plans in the making for Rend Lake and other Big Muddy Basin 
improvements. 


9. Immediate promise for further development for our timber resources. 

10. Promotions of air service and better roads. 

11. Definite plans for further utilization of our mineral resources. 

12. Serving as a forum for discussion, evaluation, etc., of worthy projects for 
southern Illinois and as a powerful committee of action to get things done. 

The “area concept” of assuming that what is good for one community of this 
area is good for all of southern Illinois is becoming a widely accepted belief. 

Mr. Hueues. Over on page 8 I will continue the statement: The 
generation of electricity by coal is a bright and encouraging picture. 
The export market changes with the fluctuations of the international! 
crises. No chemical use of the byproducts of southern Illinois coal 
has had any noticeable effect on our markets. 


OTHER MINERALS 


Hardin County has the largest known reserves of fluorspar in the 
United States and leads the national production of that strategic and 
critical material, but importations from Mexico leave 300 unemployed 
and several hundred others with only part-time employment. 


FARMING 


Our farm economy has the general reverses of the average national! 
situation and, in addition, these adverse factors have added to our 
distress. Since our farm production is relatively low, when com- 
pared to the rest of Illinois, we have such reduced margins of profit 
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that during 1945 and 1954 our area suffered a loss of more than 6,000 
farms. 

There is a statement of statistics on that. 

(The statement follows :) 


Number of farms, 1945 and 1954, in 16 southernmost counties of Illinois 


Number of farms | | | Number of farms 
County SS Sra County 





| ! 
1954 | Loss || | 1945 | 1954 | Loss 





204 || a 
685 || Pulaski 
389 || Randolph..............-- 
| 536 | 
Hardin__ a 796 | 527 269 | 
Jackson___- -| 1,962 | 1,726 | 236 || White____._- 
Johnson ,27 5 185 || Williamson. ---.-.---..- 
| y < 147 | = — 
461 || ae. | 24,704 18,755 | 6,009 





Sources: 1945 Census of Agriculture and 1954 Census of Agriculture—preliminary. 


Mr. Hvuenes. In 1954 these counties suffered a severe drought. In 
the latter part of 1955 the same area was further damaged by a pro- 
longed dry period. 

The counties of Union, Jackson, and Johnson produce fruit, apples, 
peaches, strawberries, and so forth, in great quantities. Only once 
before in recent times have they experienced low temperatures of such 
killing effect as in the early spring of 1955. The result was practically 
a 100 percent loss in peaches and a greatly reduced apple crop. 

We have been rather pleased to have the Federal Government take 
an interest in our timber down there. Our timber resources have had 
the interest, encouragement, and support of the Federal and State 
authorities for almost 20 years and results are heartening and hope- 
ful. The men of the United States Forest Service, both in research 
and in charge of the Shawnee National Forest, give promising reports 
on their experiments and progress. With such continued help as the 
recently dedicated wood products pilot plant at Carbondale and the 
cooperation of the State government, we may yet become a great com- 
mercial wood-producing area. 

If I may digress, there is a distressed area, where a bill such as we 
are proposing here today can do a great deal of good. 

In that other mention of the fruit, we hope to have a freezing and 
processing plant on a large commercial basis, whereby we can sell 
those products when the market won’t take them, the excess and the 
surplus, when the market drops off: we can put them into that cold 
storage and freeze them and put them on the market. There is a ready 
market for that. 


INDUSTRIAL DEVELOPMENT 


The chambers of commerce, the industrial development departments 
of our railways and utilities and our organization, Southern Illinois 
Inc., have been able to attract an average of 1,000 new manufacturing 
jobs to this area each year since 1946. However, our best efforts have 
not equalled our losses of employment in the closing of coal mines, 
farms, and other curtailments resulting from a depressed economy. 
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In the lower counties along the Ohio River a great many building 
irudesmen are stranded because of the completion of the Atomic 
nergy Commission’s constructions at Joppa, [l., and Shawnee and 
Kevil, Ky. Others have migrated, leaving the communities of Brook- 
port, Metropolis, Cairo, Mounds, and Mound City with problems of 
surplus housing and diminishing tax receipts to support their local 
sovernmental units. See letters from business agents representing 
various building and construction crafts of southern Illinois. 

(The letters referred to follow :) 

(Letter dated December 30, 1955, to Mr. Goffrey Hughes, executive 
director, Southern Illinois, Inc., Carterville, Ill, from Mr. Joseph P. 
Williams, business representative, Carpenters Local Union, No. 803, 
United Brotherhood of Carpenters and Joiners of America, Metrop- 
olis, 11]. :) 


In compliance with your request, please be advised that, the unemployment 
problem within the southern Illinois district, has reached the critica! point. 
Within the carpenters, the craft whom I represent, the problem is beyond that 
oint, if possible. 

tor the past 6 months, members of my organization have been forced to resort 
to public relief for their survival. Presently there is 5 of my members employed 
at the carpentry industry, out of 280 residents of this area who depend on car- 
penter work for their livelihood. Since I am very closely associated with other 
workmen’s representatives, including construction and industrial, I can assure 
you that their problems are similar to mine. Generally speaking, one could only 
say that the employment condition has reached the point of being disastrous. 

[ also wish to advise you that all labor groups, civic and management are very 
disturbed over this situation. And realizing that the labor-management relations 
in the past have been anything but cooperative, we have arrived at a meeting of 
minds, and come up with an arbitration plan, that we are sure will operate to the 
satisfaction of everyone concerned, thereby eliminating any future labor-manage- 
ment strife. 

In general, Mr. Hughes, if there isn’t some development in this area, in the very 
near future, my members and other laboring people will be forced into entering 
upon a pioneering adventure in other districts of our country. 

Trusting this will provide you with the information desired, please allow me 
to remain. 


(Letter dated December 30, 1955, to Mr. Goffrey Hughes, executive 
director, Southern Illinois, Inc., Carterville, Ill., from Mr. J. O. Jones, 
business manager, Local Union No. 702, International Brotherhood 
of Electrical Workers, West Frankfort, 1. :) 


With reference to your inquiry of December 29 regarding the unemployment 
situation in the Electrical Workers’ Union which has jurisdiction in all the’ 
southern Illinois counties from Salem, Ill., south, it is with deep regret that I 
must report that the situation at this time is at the lowest and worse than it 
it has been in the last 15 years. At this time we have several of our members 
unemployed including skilled and semiskilled workmen and I can see nothing 
in the immediate future for them in this area. 

I have checked with the power companies and also the Dodge reports and I 
can see nothing that will help the situation in the near future. 

As a labor representative I am happy to be able to say that the actions of the 
laboring people in southern Illinois did not bring this situation about. It is true 
in the past that there has been much difficulty and strife but in the past 2 years 
we have been able to sit down with management, discuss our problems and in al- 
lost every instance come to an understanding or at least one which could be 
worked under. 

We are also happy to say that the Joppa plant under new construction manage- 
ment was completed the last 2 years without any stoppage whatsoever and 
any other corporation or company desiring to locate in this area I am sure can 
vet the same treatment and fair play that was given to the Bechtel Corp. and 
the E. B. I. Corp. if they care to cooperate themselves. 


76350—56——-15 





220 AREA ASSISTANCE ACT OF 1956 


It is very heartsickening to hear that the Olin-Matthews Co. was unable to 
secure an agreement with the power company that would have permitted them 
to locate in southern Illinois but did force them to take their plant East. 

I also hear that the Kaiser Co. is locating another aluminum plant in the East 
and if top State and Federal people cannot bring enough pressure on the local 
power company to work out a satisfactory solution for companies of this kind 
then I am afraid that we will always have an oversupply of workers in this area, 

If this office can be of any assistance to you in helping to secure more employ- 
ment and other companies to move into this area please do not hesitate to call 
on us. 


(Letter dated December 30, 1955, to Mr. _ Goffrey Hughes, Southern 
Illinois, Inc., Carterville, [ll., from Mr. Emery Earl Hood, business 
agent, Plumbers and Pipefitters Local 160, Murphysboro, Tl.:) 


I am happy to hear that you have been asked to appear before the Senate 
subcommittee, as I feel that you too have a complete understanding of the 
problems of southern Illinois. 

I hope that at some later date labor representatives are given an opportunity 
to present their problems at a hearing. I am confident no group of people is as 
closely associated with the unemployed as the representatives of labor. It is 
we who must listen to the heart-rending stories of misfortunes, and sympathy 
is all we have to offer in most cases. 

If asked to give the number of unemployed in our group, the answer would be 
misleading, as no true picture could be given to such a question. Plumbers, 
pipefitters, and welders are classed as a skilled craft and cannot be trained over- 
night. As these men are in demand in other sections of the country, there is no 
way of knowing the number of people working away from home and their families 
still living in southern Illinois. But I am certain that if there was any work 
in this area I would have 300 men available immediately. 

I hope your trip is successful and I feel the only labor shortage in southern 
Illinois is in your department, as we need more men like you. 


(Letter dated December 31, 1955, to Mr. Goffrey Hughes, executive 
director, Southern [linois, Inc., C arterville, Ill., from Mr. Ward T. 
Bryant, FST-BA, Local Union No. 758, International Association of 
Bridge, Structural and Ornamental Iron Workers, Cairo, Il. :) 


In reply to your request to the employment problems confronting me as Busi- 
ness Representative of Iron Workers Local Union No. 758, Cairo, Ill. I must 
say that the employment situation is critical. 

Since this being the end of the fiscal year it is possible that I can quote you 
the exact number of our membership, which is 389 and out of this 389 membership 
the exact figure for employment of our membership in southern Illinois, south- 
east Missouri and Kentucky is 41 and we have contended with this situation 
for the past year here in southern Illinois, southeast Missouri and Kentucky. 

The membership of our people that has been unable to find work in southern 
Illinois, southeast Missouri, and Kentucky, this number being 348, I would say 
200 of this number have left their homes and families seeking work to the north; 
the balance of this number still being at home drawing unemployment compen- 
sation. 

Hoping this covers the information you needed, I remain. 


(Letter dated Dec. 31, 1955, to Mr. Goffrey Hughes, executive direc- 
tor, Southern Illinois Inc. , Carterville, Ill, from Mr. Albert Blome, 
Sr., business representative, Sheet Metal Workers International Asso- 
ciation, Local Union No. 268 Southern Ilinois, Belleville, I. :) 


With your reference to your letter of the 29th, following is a statement as to 
employment problems with which we are confronted as a business representative 
for Sheet Metal Workers Local No. 268 which comprises 38 counties in southern 
Illinois. 

In 1953 alone it was necessary to place about 35 of our members from the 
lower part of the State on jobs in the industrial area of East St. Louis with 
quite a few being added to that number since then. About 30 percent of these 
men have now located their families in this area due to the fact that there was 
not sufficient work near their homes to support them. 
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During this past week, 6 sheet metal workers, from as far south as Metropolis, 
were sent to Centralia for about 1 week’s work on an oilfield job there. Of 
course, When that work is completed we will have to try to place them some 
place in this vicinity again. It is a common practice in our craft, as it must be 
in some others, that men from southern Illinois must travel a hundred or more 
miles in order to obtain work. 

I hope this is the information you desire and wish you every success in attract- 
ing industries to your area. 

(Letter dated December 30, 1955, to Mr. Goffrey Hughes, executive 
director, Southern Illinois, Inc., Carterville, [1., from Mr. Guy Price, 
financial secretary and business agent, Retail Clerks Local 896, Har- 
risburg, Il. :) 

I am answering your letter I received from your office December 29, concern- 
ing the status of our particular craft, the retail clerks, and the hardships we 
are having due to no coal mines in our area employing the men that we used 
to have which this makes business bad and it keeps lot of our people only working 
part time. 

As a representative of one of the finest bunch of people in the world, the 
retail clerks, it would be wonderful if the Government could see fit to work 


out some kind of a program by bringing factories or by helping southern Illinois 
get back on its feet. 


Mr. Hughes, I have less people now working in the stores here in Harrisburg 
and in the surrounding small communities, than I had in years. Also we have 
had several merchants in this area go out of business due to so much unemploy- 
ment. I know organizel labor in southern Illinois will do their utmost to solve 
the unemployment situation in southern Illinois. 

I wish you a lot of luck on your trip to Washington on January 6. Hope to 
hear from you soon. 

(Letter dated December 31, 1955, to Mr. Goffrey Hughes, executive 
director, Southern Dllinois, Inc., Carterville, Il., from Mr. Hartley 
Wiseman, president, International Glove Workers Union Local 101, 
Metropolis, Il. :) 

In regard to your letter asking for information concerning labor difficulties in 
our union. 


We have been organized and have had a contract with our employers The Good 
Luck Glove Co. since 1943. We have had a union-shop agreement since 1953. 

We have 500 members and have always found the company reasonable and 
fair to bargain with. We haven't been able to obtain all we have asked for 
but I believe the company has been fair in regard to wages and working condi- 
tions as found in our industry, the work-glove industry. 


RECOMMENDATIONS 


Up to this point I have tried to present a reasonable and factual 
account of the situation in southern [linois as I understand it. Now 
I should like to offer some recommendations for solutions to our prob- 
lems. Our task, simply stated, is to find ways and means of restor- 
ing 20,000 unemployed people to gainful and productive employment. 
One great contribution to that end would be to cure the coal indus- 
try. Below, I shall offer a suggestion that will cost an amount equiv- 
alent to the excess cost of general public assistance for a 5-year period. 


SUGGESTED SOLUTIONS FOR THE COAL INDUSTRY 


Five southern Illinois counties have known mineable coal reserves 
of 16,713,472,000 tons—Illinois State Geological Survey Bulletin No. 
78, published 1952. During 1954 those same 5 counties produced 
16,113,000 tons. Simple arithmetic indicates, at the 1954 rate of 
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ame ion, a 1,000-year supply. It is landlocked up in these counties 
am talking about. 

Coal is buiky and needs freight advantages and concessions. I pro- 
pose that the inland water barge routes be extended from the Missis- 
sippi River, up Big Muddy River to the site of the proposed Rend 
Lake, and thence up to the Franklin-Jefferson County line. I also 
urge that Beaucoup Creek be canalized from its mouth on Big Muddy 
River to a point where it flows under the Illinois Central Railroad, 
southeast of Pinckneyville, Ill. Also, consider opening the Big 
Saline River up to Equality. 

See map showing inland waterway of Ohio and Mississippi Valley, 
with suggested improvements marked in red. 

(T he t map follows :) 


INLAND WATERWAYS 


of the 


EASTERN UNITED STATES 


GS Comps of fageor: 


See map above - “The history of declaration by the Federal Government of the Big Muddy River 
as navigable goes back more than 50 years. Currently, this River is considered navigable to mile 
37.5 above the mouth, and this status is defined by a letter of the Chief of Engineers, dated 8 Janu- 
ary 1931.” - Letter (1 February 1956), Col. George E. White, Jr., Corps of Engineers, St. Louis. 


Now, see Fig. 2 - A map of the principal waterways of the United States - Army Map Service, 
Corps of Engineers, Department of the Army 300445 - 1942 (3-49). Notice that practically every 


state east of the Mississippi River has inland waterways completed and in use 


Southern Illinois industrial development has suffered because of such competition to the point 
that our economic survival requires that we complete the canalization of Big Muddy River and 


the Beaucoup Creek. See Fig. 4 on next page. 
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Mr. Hugues. The reason we recommend things like this are we are 
disappointed when we learn that the big aluminum companies come 
and look in our area and then go some place else. Those other places 
where they go are naturally benefited. We do not want to take any- 
thing away from them but we do know that the aluminum industry is 
expanding greatly. There is room for us to share in that great 
market. 

These newspaper headlines stimulate me to urge these much needed 
improvements: 

“Olin Mathieson Expands Activity in Related Fields”—announced 
plans to build a primary aluminum plant in the upper Ohio Valley. 

They have barge transportation, water in great quantities and coal 
nearby. 

“Kaiser Corporation Plans Plant in Coal Area—$120 Million 
Aluminum Reduction Factory To Be in Ohio Valley’—to be built 
at Ravenswood, W. Va. 

They went to Ravenswood, W. Va. ‘Those people have the advan- 
tages of inland waterways, coal, all in the same location. There is a 
map of the inland waterways of the United States and right in here 
we have a great coal field of a thousand years’ supply, and we are land- 
locked, and we are asking that we do not have anything others do not 
have, we are just asking that we get an equal break and equal oppor- 
tunity to compete so that we, too, may share in the proposed expansion 
of the aluminum industry. 

The Reynolds people went to Sheffield, Ala. Recently the Alcoa 
people announced over along the Ohio. We do not propose to take 
anything away from other areas that are equally deserving, but we do 
seek the opportunity to compete on an equal basis. 

Mr. Botron., Would the gentleman yield at that point, Mr. Chair- 
ian, or would he wish to continue his testimony ? 

Mr. Hueues. I yield. 

Mr. Boxton. Is it your point, sir, that the coal of this area is land- 
locked, and has no transportation and therefore the aluminum indus- 
try did not come there because it could not get other supplies where 
the coal was or because the coal could not be moved sufficiently for the 
aluminum industry ¢ 

Mr. Hueues. I think it could not get the raw products, the bauxite 
up the river to the coal. That is one of our main contentions, we are 
not so much interested in shipping coal out as we are to bring the raw 
products up. I think that is where we would be greatly helped by 
having canalization. 

Does that answer your question 7 

Mr. Botron. Yes, sir. 

Mr. Huenes. I would be glad to have you cut in at any time. 

Over on page 15 you will find another map, the inland waterways 
of the eastern United States. Up in southern Illinois, if you will 
notice, there is an indication that Big Muddy River is considered 
navigable. Down below, you will find statements by the Corps of 
Engineers and the law of the State of Illinois that it is navigable but 
has not yet been developed. We are asking that that be developed 
as one of the keys to our economic problem. 

On page 16 you will find a detailed map of the proposed canaliza- 
tion of Big Muddy River and the Beaucoup Creek. This will cost 
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some thirty or forty millions of dollars, paid for over a period of 40 
years, it would cost about the equivalent of 1 month’s relief per year 
for 40 years. ‘We are spending over a million dollars a month on 
general assistance in those southern counties. 

(The map follows:) 
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Mr. Hucues. The cost of this proposal—with necessary accompany- 
ing dams for impounding water on the upper Beaucoup Creek and 
in the proposed Rend Lake on upper tributaries of Big Muddy— 
should not exceed $30 million. 

Our people see newspaper accounts of proposals to give $56 million 
as an outright gift for the construction of a dam on the Nile River 
in Egypt. They also read a United Press report, dated November 
29, 1955, Engineers approve Wabash River dams—proposing ex- 
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penditure of $42,435,000 for 3 dams in the Logansport and Huntington 
area of Indiana. 

Again, let me say that we accept the judgment of those making 
such favorable decisions for those areas and respectfully solicit the 
same sympathetic understanding of our needs. We do not want you 
to take one thing away from those people. 

Such proposed canalization of Big Muddy River and Beaucoup 
Creek would make the very heart of our distressed southern Illinois 
area accessible to the barge routes of the whole North American 
Continent when the St. Lawrence seaway is finally completed. I can 
envision processing plants for aluminum, iron-ore fines and chemicals 
being located along these routes. It is also possible to have electric 
generating plants at the mine site—with adequate water at the same 
location for cooling, thereby reducing the cost of electricity to other 
industrial users. All of these developments would attract related and 
allied manufacturing concerns. 

Mr. A. C. Ingersoll, Jr., president of the Federal Barge Lines, St. 
Louis, in a speech before the Traffic Club of New Orleans on October 
10, 1955, ane in glowing terms of the advantages of “the 6,000 miles 
of the priceless asset of our unmatched system of inland waterways.” 
He cited benefits to industry, farmers, consumers, and even to com- 
peting carriers. If that be true, it would certainly be a cure for 
the coal counties of southern Illinois. 

A second assist for the coal industry would be the development 
of a pilot plant for the extraction of chemicals and exploring new 
uses for the coal-carbon residues. That is what the Olin-Mathieson 
people have already worked out with Pittsburgh Coal and American 
Gas & Electric. I understand that great possibilities lie in this field. 

A third suggestion is that you look with a critical eye on the effect 
on the coal industry by the importation of low-grade residual oil. 

Now, here, I offer education as a cure for chronic unemployment: 

The solution to the coal problem will take from 3 to 5 years and 
will affect most directly those people living in the coal-producing 
counties. I now suggest that consideration be given to a program 
of reeducation for our trainable relief clients and other unemployed 
people whose physical and mental qualifications are such that such 
training could be justified. 

It has been my observation that educated people, for the most part, 
are employed—even in our distressed labor areas. It is the unskilled 
and uneducated that create our problems. We need a change in our 
public-assistance laws—from one of continuous or perpetual relief 
to one of rehabilitation. 

Why should relief money when spent not be used to enhance the 
recipient’s ability to reenter the labor market with a knowledge, trade, 
or skill that will make such a person self-supporting? I think the 
public aid commissions should be authorized to enter into training 
agreements with existing qualified training schools for the purpose of 
teaching practical vocational skills that industry and society will buy. 
Many of our people are ex-coal miners or ex-farmers and are stranded 
between older industries that did not require close tolerance skills 
and technical knowledge. Such a program could greatly reduce the 
relief and unemployment rolls within 2 years. 


~~ 
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INDUSTRIALIZATION 


Until after World War II this area was not considered an industrial 
area. Since that time several hundred small industries and a few 
large nationally known industries have been induced to locate here, 
We have the competition of lower wages down South and other gen- 
erous inducements some southern States have seen fit to offer. We 
also compete with lower electric rates in the TVA area, just across 
the Ohio River from our southern Illinois counties. 

In order to succeed, our communities have organized industrial 
committees and have subscribed sums running from $50,000 to $400,000, 
depending on the size and financial ability of the community. to be 
used to purchase sites and finance buildings to attract industry. Herrin 
is a fine example of such efforts and they have attracted five major 
industries, employing approximately 3,000 people. 

I would say here these are not taking industries away from anyone 
else, but these have been expansions within the industry and these are 
branches of larger nationally known concerns. 

Such results naturally encourage other communities to try that 
plan. To adequately finance such undertakings, not thousands but 
millions of dollars are needed. We can use loca] funds for a small 
part, but the major part must come from large trust funds and insur- 
ance companies. Since this is a capital deficient area, we urge you 
to set up a revolving fund that can be borrowed by our communities 
when secured by leases from financially solvent manufacturers. We 
now have a proposal that will employ 1,000 to 1,200 men. It will re- 
quire about $500,000 local investment and a loan from someone amount 
ing to $1,500,000 for 15 to 20 years at 414 to 5 percent interest. We 
shall make every possible effort to do the job. This depressed area 
bill would certainly give us a lot of help at a time when we need it. 

We have the good fortune to have the United States Fish and Wild- 
life Service at Crab Orchard refuge operating buildings left intact at 
Ordill. These buildings formerly housed the Illinois ordnance plant, 
a shell-loading operation during World War II. Approximately 
800,000 square feet of good manufacturing space is available to indus- 
try. Fifteen or twenty substantial manufacturers are operating there 
and employ 2,000 to 2,500 people. The management of that agency of 
the United States Department of the Interior has been very coopera- 
tive and helpful. 


PUBLIC WORKS 


I consider a public-works program a must for the immediate allevia- 
tion of suffering in this area. ‘We need large reservoirs of water for 
industry and flood control. We need extensions of our waterworks 
and sewage-disposal plants. We need new roads and repairs for our 
old roads. Our cities have suffered serious financial difficulties be- 
cause until this year, 1955, they depended on inadequate tax revenues. 
Since our general assembly permitted cities to levy a one-half of 1 per- 
cent sales tax, they are on the road to solvency and could match some 
funds with a Federal works program. 

I placed the works program near the end of my suggestions because 
I believe it only provides an immediate solution to a pressing need 
and I do not consider it a permanent cure. We want a healthy econ- 
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omy based upon our resources and our ability to compete equally in 
commerce and inducements to industry. 


FEDERAL MAXIMUM SECURITY PRISON 


A Federal penitentiary has been proposed for some community near 
the center of United States population. We can qualify for that 
project and would be pleased to have it located in southern Illinois. 
Proposed defense and development projects would certainly be appre- 
ciated in this area. 

AGRICULTURE 


A healthy agriculture is a problem that confronts so many areas 
that it is not peculiar to a distressed area. However, we seem to be 
suffering more because of our marginal operations. We do hope you 
will continue to encourage good farm practices and further the devel- 
opment of our southern Illinois timber resources and potentialities. 

[ doubt if a fair and full solution to the farm problem of this Nation 
7 1s yet been proposed. I am trying to get people off relief rolls and 
[ am not going to suggest that “the farmer be further subsidized as 
il permanent policy. 

CONCLUSION 


I believe our chronic unemployment and excessive relief problems 
can be cured permanently by— 

1. Helping our coal industry (a) by providing inland waterways 
to attract raw manufacturing products to the coalfields for processing. 

At this point I think I should say that if we could do that our coal- 
field would produce instead of 16 million tons a year—it would pro- 
duce 26 million tons, or a gain of 10 million tons a year. That would 
require at least 2,500 additional coal miners; 2,500 additional coal 
miners would require at least 2,500 additional service people. That 
would be 5,000. It is reasonable to assume that 1 or 2 major alumi- 
num companies, or chemical companies, or steel-fabricating com- 
panies, or something in the heavy industry would move up in that 
area, where the fuel would be cheap and convenient, and would em- 
ploy at least 5,000 more people. 

It is reasonable to assume that this thing alone would bring 10,000 
jobs to this area—10,000 jobs would produce at least $3 million in- 
crease in income tax alone.— You could save at least $ 2 million on the 
general assistance by having those 10,000 people working. There is a 
saving to the Government of $5 million a year, not to “speak of the 
fact that if we did ship that 10 million tons down the river, there 
would be a saving of at least 50 cents a ton freight, and there would 
be another $5 million. So simple arithmetic will soon build up a 
gain on the positive side of the ledger of $10 million a year; for a 
project that would only cost $30 million or $40 million, at the very 
most $50 million, would pay for itself in 5 years. 

(b) Developing coal-utilization plants. 

(c) Impounding great reservoirs of water at the site of the coal 
reserves to generate cheaper electricity and encourage chemical indus- 
tries to locate in southern Illinois. 

(d) Reduce imports on competitive fuels. 
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2. Provide education for trainable or educable unemployed and 
relief clients to upgrade their skills so industry and society will em- 
ploy them. 

3. Making funds available for purchase of sites and construction of 
buildings to attract industry and to make loans more easily obtained 
for responsible small business. 

4. Start a comprehensive program of public works to provide in- 
terim employment until the more permanent and lasting remedies can 
be achieved. 

Following are some of the southern Illinois “wants” outlined by 


citizens at a mass meeting on December 31, 1955, at West Frankfort, 
Hil, : 


Charles Covington, Mount Vernon—“We need ‘big league’ water. Rend Lake 
surveys are now being made. The United States is going to pay for a dam in 
Egypt. We can use one here.” 

Harvey Ward, Mounds—‘“Pulaski County has 1,081 on aid of some kind. We 
need loans for development of industry. We need flood-control projects.” 

Omer Sanders, Cartersville—‘I can remember hearing 19 different mine 
whistles when I was a boy. Now there are none.” 

Wayman Presley, Makanda— 


A road is needed to pass by the proposed mammoth lighted cross 
atop Bald Knob. 


“If we get the road, we can bring 500,000 tourists to southern Illinois.” 
George Schneider, Ava—‘A system is needed to get plants into the community.” 


He called for the construction of lakes in flood control. 

Ray Miller, Sesser— 

Sesser has obtained a garment factory employing 25 persons. 

Z be have several other prospects, but need buildings. We need $50,000 for 
2 buildings.” 

acell Grob, Murphysboro—“We need a new sewerage disposal plant, a new 
city hall, and new junior high, additions to the lower grades.” 

Rural schools around Murphysboro need more assistance and more 
lakes are needed for recreation, including Kincaid Lake. The canali- 

zation of Big Muddy River and the proposed Rend Lake are needed. 

Roy Hensley, Rosiclare—‘We in Hardin County have suffered much from fluor- 
spar imports. We have lost many of our younger people who have moved away 
to find work. We don’t want relief. We want to work. We ask the Federal 
Government to consider the fluorspar import problem and the State to consider 
lake projects and recreational facilities.” 

Down below there are some statements made at a mass meeting in 
West Frankfort in late December, different people making comments 
on what they thought would be a solution to our problem. If I may 
take a little more time, I would like to talk about 8555, the House bill. 

The Cuyatrman. Mr. Brown. 

Mr. Brown. May I ask you a question ? 

Mr. Hucues. Surely. 

Mr. Brown. Suppose you develop this area as you have outlined in 
your statement; will you have a market for all that coal? 

Mr. Hueues. Yes, sir. The electrical market, the electrical-gener- 
ating industry, will take it all, because a few short years ago, the elec- 
trical industry yas doubling every 15 years, and a short length of time 
ago, 5 or 6 years ago, they were doubling every 10 years. Now the 
industry is ‘doubling every 714 vears, and the electrical- generating 
industry alone could take this: additional coal without ts aking coal away 
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from anybody else. Actually, we are importing coal into southern 
Iliinois as of now. 

Mr. Brown. Is there a surplus of coal now in this country ? 

Mr. Hueues. Is there a surplus of coal ? 

Mr. Brown. Yes. 

Mr. Hucues. There could be if the mines worked, there could be 
a tremendous surplus. 

The Cuairman. Are all the counties which are suffering this depres- 
sion coal-producing counties? 

Mr. Hucues. About 7 of the 15 or 16. We have 4 or 5 fruit coun- 
ties, the map will show; the coal counties of Union, Johnson, part 
of Jackson, those counties are suffering because of the hardships 
I explained there, but we want to put them back on their feet with 
a good fruit-freezing and processing plant so they can stay in the 
market, other than just the fresh fruit market. 

The Cuairman. That whole district is largely rural; are they any 
big cities? 

Mr. Hucues. No cities larger than 15,000, Cairo and West Frank- 
fort and Carbondale, Marion, would be considered the larger towns, 
running from 10,000 to 15,000. 

The Cuarrman. What other industries do the people depend on in 
normal times besides the mining and coal? There is fluorspar there? 

Mr. Hueues. Fluorspar is in Hardin County. That is more or less 
localized in the very southern tip over to the southeast. People de- 
pend on farming, timbering, coal mining and recently, since World 
War II we have been able to bring about a thousand new jobs a year in 
manufacturing. If we can have a little bit of encouragement, a little 
support from some of these distressed area bills, we will be able to 
attract more industry there and I want to very specifically say we don’t 
take industry away from somebody else but as they expand in their 
operations if we can move in, and build buildings for them, we can 
attract branch factories, which we have done from Boring-Warner 
and from Allen Industries and from Sangamo, and people like that. 

The CHatrman. The predominant effect is from the coal mines 
being down, is that right? 

Mr. Hueues. I would say so. 

The CHairMAn. You have the same problem that eastern Kentucky 
1as. 

Mr. Huaues. I believe so. 

The CHarrMaAn. You say an aluminum plant was thinking of estab- 
lishing its business there, and after investigation it refused to come. 
What did the investigation show? What was it you didn’t have that 
they wanted ? 

Mr. HucuHes. We didn’t have barge transportation and we didn’t 
have water in great quantities. They have to have water to generate 
electricity and they didn’t want to transport the coal 75 miles from 
the coal field down to the Ohio, or down to the Mississippi, but rather 
they wanted to open up that Big Muddy River up into the heart of 
the coal field so they could mine the coal and convey it by belt. These 
high-pressure boilers will generate electricity for 4 cents a kilowatt.. 
We are not disturbed in the coal field from competition by hydro- 
electricity. We are disturbed because we can’t get the raw materials, 
bauxite, and things we need for industrial development. We are 
landlocked by about 75 miles. 
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The CHarrMan. What proportion of the population engages in 
mining coal ? 

Mr. Hugues. I would say in that area more than 60 percent of the 
population are in the counties affected by coal. It is more than half. 

The CHarrMan. What percentage are now employed? 

Mr. Hucues. The percentage of our people now employed in the 
coal mining? 

The Cuarrman. Yes; in the coal industry. 


Mr. Hugues. Of the people employed in the coal mines now it would 
be about 15 percent. 


The CHamman. That are employed? 

Mr. Hucues. That is right. We have had a big drop. 

As I stated here, in the State—these are State figures, but our area, 
which represents 40 percent of the State, it dropped from 85,000 in 
1920 to 29,000 in 1950, then it dropped to 26,000, 21,000, 17,000, and 
down to 15,000, and we have about 40 percent of 15,000, which would 
be 6,000 or 7,000 of our people are coal miners in those coal-producing 
counties, 

In the county where I was raised, Franklin County, there used to be 
27 deep-shaft mines operating. As of today there are only 5. 


Mr. Brown. Only 15 percent are employed now? 

Mr. Hucues. Fifteen percent of the people in the area. 

Mr. Brown. I understood you to say only 15 percent are employed 
now in the coal field region. 

Mr. Huewnes. As coal miners. They have other employment. Our 
figures on unemployment show that we have in the area—getting back 
to exhibit No. 2—Franklin County has 3,800 men unemployed and 


these figures were furnished by the Illinois State Employment Serv- 
ice, and Franklin County has a population of 48,000, with 4,800 peo- 
ple unemployed. That means 10 percent of the total population, 
which would mean possibly 30 or 35 percent of the people who ordi- 
narily are employable. If 10 percent of the total population are 
unemployed, say there is 1 paril, Rae person out of every 5, you see 
what it amounts to! It could go as high as 40 percent. 

The Cuamman. Are you high-cost producers of coal? Are you 
able to meet the competitive market ? 

Mr. Hucues. No. There are two things working against us. One, 
we are deep-shaft mines, and the other one is that we have to depend 
entirely on rail freight, and rail freight has recently taken an ad- 
vance as you know, 6 and 7 percent nationwide, and there has been 
some other things taken off that has caused the freight competition to 
work adversely to our interests. So the two things are hurting us 
very badly. 

The Cuatmreman. So you have been largely put out of the market by 
the cheaper production of coal, the cheaper access to the market? 

Mr. Huunes. The two things have worked adversely in our case, 
you are right. 

The Cnarmman. If the coal industry was up, you would be in 
pretty good shape, wouldn’t you? 

Mr. Hvuanes. We would be in better shape than we are now, of 
course. the strip mines in the outer fringes, the coal has a tendency 
to outcrop as you go east and south, and the strip mines are working 
a little better than the deep-shaft mines, but our deep-shaft mines 
have a very high grade of hard bituminous coal. It has a very ready 
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market, and if we could compete equally, we would be all right, but 
we are having adverse competition of other people having canals, and 
even though their distance is much further, they can take markets 
that we would otherwise have, if we weren’t landlocked. 

As I make my plea I am not so much interested in shipping coal 
out as I am to burn this coal up in the coalfield to make those other 
5.000 manufacturing jobs that I was talking about awhile ago. 

The Cuairman. What are your railroad facilities? 

Mr. Hueurs. We have wonderful railroads down there. We have 
(ov 7 or possibly 8 of the major trunk lines of the Nation. We have 
wonderful railroads. 

The Cramman. How much of that area borders the Ohio River / 

Mr. Huenes. This area runs up the Ohio River about a hundred 
miles and across to the Mississippi about a hundred miles. It is 
almost a triangle. 

The Cnatrman. Do you have water transportation there ’ 

Mr. Hvuerres. Wonderful. The best water transportation in the 
orld, on both sides of our area, but we are landlocked, 75 miles over 
| the middle or 50 miles. The coalfield would start some 35 to 50 
niles from the rivers, and in there is a great deposit of coal that will 
ast for 1,000 years. 

The Crarrman. The coal mines are on the railroads, aren’t they / 

Mr. Huerres. That is quite true. We have the high freight rates 
nd we can’t compete with barge transportation. These big com 
panies, four big companies that have looked us over on aluminum, 
Olin-Mathieson, Reynolds, Kaiser, Alcoa, I have been with 2 of them 
and the other 2 have been in there. They are looking for a place 
vhere there is coal, water In great quantities for generating electricity. 

il barge transportation. We just don’t have that. 

The Cuarrman. Where is the normal market for your coal? 

Mr. Hucues. The normal market was—the railroads used to take 
big percentage of it. They don’t take any any more. We ship coal 
to Chicago, St. Louis, up-State Illinois, and we are losing to those 
river generating plants all up the Missouri River and all up the Mis- 
sissippi River, north; even the markets down in Florida have been 
lost to us because we can’t ship coal and you can’t ship any coal by 
inport, because you can’t ship coal across the Nation. You have to 
ship it down to Mobile and across that way. You still have a tre 
mendous rail freight charge to get it down there 

The Cuatrman. All those railroads operate diesel engines? 

Mir. Hucnes. Yes. They haul coal with diesel engines. 

The CHamman. All of them? 

Mr. Huenes. All of them, every one. 

Mr. Brown. The railroads do not take any of your coal now? 

Mr. Hueues. I wouldn’t say any, because they do have a few switch 
engines around. For the main lines, they actually switch. I saw them 
switching out of West Frankfort the other day with a diesel engine, 
switching coal, 

The Carman. They have done away with the roundhouse they 
used to have. 

Mr. Hucues. Yes, sir. They used to employ a great many people. 
Practically every railroad had a roundhouse that employed several 
people at high wages. They are all gone. 
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We have a very kind feeling toward the railroads, but we think that 
the time has come for us to protect the major interests, the material 
interests of the area rather than look out for the welfare of any par- 
ticular group. 

Mr. Boiron. Mr. Chairman ? 

The Cuarrman. Mr. Bolton. 

_ Mr. Botron. You mentioned that the coal producing in your area 
is the hard bituminous coal, is that correct ? 

Mr. Huenes. That is correct. It is high-grade bituminous coal. 

Mr. Boiron. What type industries use that coal? What is it used 
specifically for; for furnaces? For heating? 

Mr. Hucues. It is wonderful for heating where they still use heating 
in the big towns. It is wonderful for electrical generation, and there 
is some manufacturing by blending. They use it in the cooking process, 
by blending. 

Mr. Borron. It is my understanding the aluminum plants need 
water, cheap transportation for their bulk materials to come in, and 
thirdly, they need coal; is that correct ? 

Mr. Hucues. That is correct. Then water for the generation of 
electricity, cooling of condensers. 

Mr. Botton. Do they use that to generate electricity ? 

Mr. Hucues. They use that to generate high-pressure steam, which 
turns the turbines. We can generate electricity with southern Illinois 
coal, we are actually doing it at 4 mills per kilowatt. Hydroelectric 
on the west coast, where there is transportation involved, can’t com- 
pete with us. The coalfields of this area, Kentucky and West Virginia 
and Illinois and Indiana—the coalfields are coming back, and this 
industry is a great natural for them, because they can do such a good 
job producing aluminum where it is needed, not 3,000 miles away on 
the Pacific coast. 

Mr. Boiron. Your remarks about need for transportation, and 
transportation rate of coal interests me. We have the same problem 
in our area. I wondered whether you had tried in southern Illinois 
the same solution, which is the use of either a pipeline or of a continu- 
ous-flow operation, if you are only 50 or 75 miles from the water. This 
would seem a feasible suggestion. 

Mr. Hucues. We have thought of that. It seems to us since we 
need the water also that the canalization program—since the river 
has been declared navigable for more than 50 years—would be a simple 
little process, actually, to make it navigable. We would open up a 
whole bunch of seaports all through that area that has such a dense 
population. Those counties up there have forty to fifty thousand peo- 
ple inthem. There is quite an accumulation ; 250,00 people are up in 
this area I am talking about, a quarter of a million. 

Mr. Botron. Actually either the belt or the pipeline could be pro- 
duced and put in at a far less cost, couldn’t it? 

Mr. Hveues. I haven’t any figures on that. 

Mr. Botton. I see. Thank you. 

The Cuairman. I believe I interrupted you. I didn’t know you had 
an additional statement you wanted to make. 

You may proceed. 

Mr. Hueues. I would speak to the point on this. 
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On page 2 you talk about the Federal assistance in line 6: 


Should enable communities to achieve lasting improvements and enhance their 
domestic prosperity by establishing stable and diversified local economies and 
new opportunities. 

My program is based on all that. I think that is very good. We ap- 
prove that and applaud it. 

Down here in section 101, line 16: 


To make grants for technical assistance for such areas. 


We are not too optimistic about that. Too frequently technical as- 
sistance furnished us is just a hometown boy: he becomes a specialist 
when he gets 50 miles from home. We are not very enthusiastic about 
that, but No. 2: 


To provide financial assistance by loans, participations in loans— 
and so forth. 

We like the idea there very much. 

We could develop our timber further, our food-freezing and food- 
processing program, our coal utilization program. We would like to 
have this tie in with our university. We have one of the fastest grow- 
ing universities at southern Illinois, at Cardondale, and they have 
technicians that know the area, lived there, and they could make 
contributions to the coal, chemical process, the fruit process, recrea- 
tion, and even to housing for the aged. I understand there is some- 
thing coming along that is in your thinking on that. 

Now, over on page 4 you talk about when skills of the labor force in 
the area are certified, and so forth, and it talks about increasing the 
employability. I think I stressed that and expressed myself very 
forcibly on that. 

Down in line 18, though, you talk about the Secretary of Health, 
Education, and Welfare, through the Commission of Education, may 
provide assistance. 

I would like to change that word from “may” to “must.” I think you 
people in Congress know that there is a feeling that sometimes your 
best intents are not served, especially if an administrator wants to be 
just a little bit reluctant or indifferent. I like for the Congress—I 
think they know what they are talking about and I like for them to 
say “must” directly, instead of “may” and “authorize.” 

On page 5 you talk about achieving a lasting improvement. _ 

Now, I don’t believe this bill has enough money in it to achieve a 
lasting improvement for, I think, 190 distressed area counties. I fig- 
ured it up. It will amount to about $250,000 per county. If there 1s 
no loss in administration, and some of these single towns could do that. 

Now, that would be a great boost, but if I were you, I would press 
forward to spending more, if possible. 

Now, in our area, this will serve to a good advantage because over 
on page 6 you talk about “rehabilitating existing structures.” 

We have coal mine buildings, railroad buildings, roundhouses that 
are no longer used that we might be able to put back into some usable 
form. 

Over on page 8, this bill talks about planning grants for similar 
planning work. 

Now, we have had all kinds of planning agencies and all kinds of 
studies made of the problems of southern Illinois. We get write-ups 
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like this in magazines. They usually stress the things that are wrong 
with us. There is about 75 or 80 percent of the things that are right 
with us. I wouldn’t have you think that everything is wrong in south- 
ern Illinois. Itisn’t. A lot of things are right. 

Mr. Parman. Mr. Hughes, would you yield for a question / 

Mr. Hueues. Yes. 

Mr. Parman. You represent several areas known as distressed areas, 
do ycu not 4 

Mr. Hucues. I represent an organization known as Southern Illi 
nois, Inc. A nonprofit economic development organization for the 
lower counties of southern Illinois, and there are 16 counties that are 
actively associated with my organization. 

Mr. Parman. Have you contacted the Small Business Administra- 
tion for the purpose of ascertaining whether or not help could be pro- 
vided through that organization ¢ 

Mr. Hucues. Yes. Last summer we had a workshop in our office, 
and we had the Small Business Administration people there all the 
way from Washington, Chicago, and St. Louis down there, and we 
had about a 4- or 5-day workshop there and we called in all of the 
people in the area, and they expressed their problems, and those people 
were very sympathetic with them. Then we had the procurement 
people from some of the defense organizations of Air Force and Army 
and Navy, and so forth, and we tried to get some of those subcontracts 
down there. You know distressed areas, we were promised there 
would be a quick tax writeoii and there would be advantages of sub 
contracting material and we had qualified contractors there and we 
sort of beat our brains out on both the loans and the others and it just 
didn’t add up. 

Mr. Parman. You were just spinning your wheels? 

Mr. Hucues. That is a nice way to say it. I ama field advisor for 
Smali Business Administration. 

Mr. Parman. You didn’t get anything? 

Mr. Hucues. Just a little trickle, and it takes so long to get it. It 
takes so long. 

Mr. Parman. | want to invite your attention to the fact that the 
Small Business Administration has the power to take prime contracts. 
I think you should bring real pressure to bear on Small Business Ad 
ministration to take a large prime contract for work that you can 
accomplish in one of these areas, and get the Small Business Adminis 
tration to allocate it to the people in your area who can perform the 
work, 

Now, that is possible under the law. They can do it. They have 
never taken one prime contract. I think the administration is vul 
nerable there. 

Now, it is true that in order to get a prime contract they must ne 
gotiate with the Defense Department, but certainly the Defense De 
partment would cooperate, and where it was shown that you had an 
area down there, an orgaization of small producers, who are capable 
of performing good work and turning out things that are needed in 
the Defense Department, 1 am sure that the Defense Department 
would cooperate with Small Business Administration, and fet Small 


Business Administration have that prime contract. Then it could be 
sublet. 
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Now, that is a little bit different from the Small War Plants Cor- 
poration Act. Under the Small War Plants Corporation Act they 
didn’t do anything. It wasa board. Do you remember it? It was 
under Mr. Donald Nelson, a very fine man, but he didn’t have any 
patience with that board. He wouldn’t see them. They couldn’t even 
cet to the outer office. We amended the law one time and we fixed 
it so they could go and take a contract anyway. After that they were 
received cordially. You know, they unrolled the red carpet for 
them. 

They came in, and they took a few prime contracts—they didn’t 
have to take many of them; in other words, just showing that they 
would take them. They really got a.job done for small concerns in 
areas just like your own. 

| suggest for your immediate help I would bring all the pressure | 
could. I would get every Congressman I could get. I would get 
every Senator, anyone who had any political influence, particularly 
in the Republican ranks, and really pressure these fc Hows to give you 
an opportunity to get one of these large prime contracts through SBA 
and distribute it to the local areas and get the job done. It is possi- 
ble. The money is available. We authorized $250 million. They 
have only asked for $80 million. They could get the other any time 
they wanted it. It is just a question of asking for it. 

So you have got a gold mine in your own backyard there. In other 
words, an acre ‘of diamonds in your own backyard, and it is possible 
to get the job done. I just hope you do it. It ought to be done. 
Can’t you see something in the it? 

Mr. Huenes. You have encouraged me to make a trip Thursday 
and Friday that I wasn’t going to m: nake to a wor kshop out in Parsons, 
Kans., where I am invited to talk about this very subject, but I have 
talked and talked until instead of going toward Kansas, I came to 
Washington this week, hoping that I could get some help, and I 
(do appreciate your comments. We have got one subcontract. 
Here is the thing you said I like: If we had facilities to do it with, 
we have people like Diagraph Bradley, fine people. They can do a 
job. They can take second subcontracts and do them. We have 
had one subcontract and no prime contracts in the last 5 years. We 
have Sangimo Electric, a big outfit. We have International Staple 
Mae hinery Co., a subsidiary of a Pittsburgh outfit, high class people, 
capable of doing wonderful work. All ‘the engineering helps— 

Mr. Parman. They can do precision work ? 

Mr. Huenes. Everything you want. 

Mr. Parman. You have a wonderful start there. It is within the 
power of the Small Business Administration to do it. I hope you 
point out that the present administration in power has two Cabinet 
members on that board. That kind of puts them on the spot. If they 
turn you down, that is the administration turning you down. But 
they don’t seem to mind that. They are turning them down anyway. 
They have got the Secretary of Commerce and Secretary of the Treas- 
ry on that board of Mr. Barnes. Now, I really sympathize with Mr. 
Barnes. He is powerless. He can’t doanything. He is more or less 
of a captive because he has got to carry out what the administration 
wants, as manifested by the desires of those two Cabinet members, 

ut at the same time that puts a burden on the administration to at least 
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do what is right, in your view, toward necessarily distressed areas, and 
it can be done. The money is available. It is possible; the law is 
passed ; it is on the statute books; there is no reason on earth why it 
shouldn’t be done, and I hope you put that burden right on them, 
because they asked for it, and I think that you ought to do it. I wish 
you good luck. 

Mr. Hueues. Thank you. 

Mr. Parman. We have known of cases like yours. There is more 
wheelspinning going on in this Nation today, I guess, than at any 
other time in history. There is really wheelspinning. 

Down in my country, Texarkana, Tex., people get up at 4 o’clock in 
the morning and get in their cars and go to Dallas, 168 miles away. 
They wait there in line at the Small Business Administration office to 
try to see some fellow that is third assistant to the third assistant 
something, and when they finally get up to that desk they try to talk 
them out of it: “You have got to go back home and get your private 
bankers todoit. Wecan’t do this or that.” 

They talk most of them out of it. They just talk them out of it. 

The persistent fellow, the fellow who is really in distress and really 
desperate, he hangs on; he has got to. He has to seek what he can get. 
Then they will finally send him back for the banker’s statement and 
send him back for an audit, and then for an engineer’s statement and 
send him back for an inventory statement, something else, just keep 
on running back and forth, wheelspinning between Texarkana and 
Dallas, keep him going. Finally, the persistent one just stays with 
them. He has got to have it. He is desperate, and he finally gets an 
— After he gets an approval it is an average of 5 months 
before they get the money actually paid out on approvals. 

Now, that looks like a disgrace to me, actually a disgrace. I think 
Congress ought to really go after them about it. It is going on all over 
the country. In your case you have got the relief right on the statute 
books. You have got the power there. You have got the people to 
carry it out. It is just a question of getting them to perform their 
duty, and I wish you all kinds of good luck. 

Mr. O’Hara. Would the gentleman yield ? 

Mr. Parman. Yes, sir. 

Mr. O’Hara. I note that Mr. Hughes has with him the very able and 
dynamic Congressman from his district, Congressman Gray, and I 
am wondering if the gentleman from Texas could suggest any way in 
which Congressman Gray could help Mr. Hughes put the time hght 
under the Small Business Administration. 

Mr. Parman. Congressman Gray is kind of like I am. We are 
like that famous gambler who lost a diamond set. We don’t have 
much power with the administration in power. We are not the ones 
that can get the job done properly. If anyone can do it, Congressman 
Gray can. I know that. I think if he had some power and weight 
from the Republican side, particularly from Republican Members, 
I think it would be very effective, or Republican leaders in the city 
where he lives. You know there are lots of fine Republican leaders 
there, I am sure. 

Mr. O’Hara. Dr. Talle is from Iowa. Mr. Gray is from Illinois. 
Would you help us, Dr. Talle? 

Mr. Tatix. My friend, Mr. O’Hara, I will be delighted. 
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Mr. O’Hara. Your battle is won, Mr. Hughes. 

Mr. Parman. He is a very effective Member. He will really get 
the job done for you. At least he will try. 

Mr. Hucues. That is what we are looking for, assistance. We 
certainly do appreciate it. 

Mr. Tate, | want to thank the gentleman from Texas for his kind 
remarks. 

Mr. Parman. You are entitled to them, Doctor. 

Mr. McDonovueu. What factory facilities do you have down there 
that are capable of doing some of the work that the Defense Depart- 
ment may need that are now idle? 

Mr. Hueues. Well, we have no plants that are totally idle. We 
have plants with many machines in them that are idle that could 
double or triple. Take Diagraph-Bradley; they make stenciling 
ve and they have subcontracts with Boeing, Lockheed, people 
like that. 

Mr. McDonoveu. You mean if they were to get a defense contract, 
then they would have to increase their machine capacity ? 

Mr. Hucues. No; with machines that are now idle they could 
handle 200 or 300 men in some of those plants, Diagraph-Bradley 
could, International Stapling Machines. 

Mr. McDonovueu. Has the management of those plants that are 
capable of performing this defense work negotiated with the Small 
Business Administration for loans to compete in some of these con- 
tracts? 

Mr. Hueues. In some cases they have. In some cases they went 
up to a certain point and turned back and just reduced their efforts 
and stayed within the confines of what their local banks would provide. 

Mr. McDonoucn. Why did they do that? Why didn’t they persist 
in obtaining the loan if they were eligible for it ? 

Mr. ‘1ueues. They are eligible up to a certain amount. Then they 
didn’t have any contracts. There was no point. The two ran to- 
gether. In our workshop we had the procurement people there, and 
the Small Business Administration people there, the idea being that 
if we got a contract we would have the added capital easily available. 
Our banks in southern Illinois can only loan up to 8 or 10 percent 
of the capital structure of the bank. Most of our banks just cannot 
provide big commercial or industrial loans. 

Mr. McDonoucn. Was the reason these people didn’t qualify be- 
cause the local banks would not lend the money ¢ 

Mr. Hucues. No. The reason they didn’t qualify was because they 
didn’t get a contract. They didn’t have an occasion to qualify. We 
have only had 1 contract in southern Illinois in 5 years. It was a 
small subcontract that went to Sangimo Electric. 

Mr. McDonoucu. What did they produce ? 

Mr. Hucues. Zonar equipment for the Navy. They are an elec- 
tronics plant, a branch plant down there, employing 1,500 people mak- 
ing voltage capacitors. 

Mr. McDonoveu. How many southern counties do you say you 
represent ? 

Mr. Huaues. About 16 counties. 

Mr. McDonovueu. How many of them are industrialized ? 

Mr. Hueues. I would say that half are industrialized, the north- 
ern half. In the coalfield we have a very high degree of population, 
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and the coal mines have been abandoned, but the people stayed there, 
and we have been trying to attract industry and develop industries 
to offset the declining employment i in the coal mines. We are doing 
a pretty good job, but not fast enough. 

Mr. McDonovai. Who invades your market that prevents your 
factories from operating? Does the St. Louis and Chicago market 
come in and undersell you ¢ 

Mr. Hucues. | wouldn’t say anybody is invading our market, to 
the extent that we are being invaded. QOur industries are new. Most 
of them have come since World War II, and most of them are coming 
as branch factories from some big manufacturing operation in Pitts- 
burgh or Chicago, and they depend upon the domestic market, with no 
defense contracts. 

Mr. McDonoveu. In southern California we probably have more 
diversification of industry than any other area in the United States. 

Mr. Hucues. That is healthy. 

Mr. McDonoven. Contrary to the statement just made by Mr. Pat 
man about small business, small business that employ as few as 25 
to 100 people have had more support from the Small Business Ad 
ministration there than they ever had before, and the Small Business 
Administration has increased its number of loans to small plants by 
three times the amount that it did in the previous administration. 
In other words, in the past vear they have expanded and increased 
the contracts and aided sm: all business, not only by Federal funds, but 
by giving them advice and counsel and seeking out loans from banks 
and investment institutions in the area to finance them. Those that 
did not qualify were the kind of an operator whose work record, 
production record, and his know-how didn’t qualify for a prime or a 
subcontract. That has been the case in many instances, where the 
complaint has been that Small Business Administration hasn’t pro- 
vided the funds. It has been because the individual didn’t have any 
production know-how, he didn’t have the personnel, he didn’t have 
the machinery, and he didn’t have the credit rating to qualify for 
such loan. 

Mr. Hucues. I think I pointed out, though, that we were trying 
to get the contracts and we have to get the contracts before we need 
the Small Business Administration loan. 

Mr. McDonoven. Of course they want competent people to do the 
work, 

The CHatrman. I am going to call the committee around. 

Mr. O’Hara. 

Mr. O’Hara. Mr. Hughes, I want to commend you for your con- 
structive statement. I don’t know when I have listened to a better 
statement since I have been a member of this committee. Apparently 
you examined every phase of the problem, even that of education. 
you examined every phase of the problem, even that of education, 
which I think is a good suggestion, but there is a roadblock there. 
You say that unemployed miners should be given vocational educa- 
tion, to qualify them to take other jobs. That is fine, but we have been 
told that in a new industry a man who is past 35 or 40 years of age 
is not hired. 

Mr. Hueues. I don’t think we are going to buy that down our 


way. 
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Mr. O’Hara. I wouldn’t expect that from southern Illinois. 

Mr. Hughes, you also comment on the sales tax, the portion that 
now goes to the city, and you think that may be helpful ? 

Mr. Hugues. That means the city might be able to supplement some 
Federal help. 

Mr. O'Hara. Not too much more. 

Mr. Huaues. Not a great deal. 

Mr. O’Hara. After all, there are a lot of jobs for municipal gov- 
ernment to do and it is hard for the cities to find the necessary money. 

Mr. Hucuers. That is right. 

Mr. O'Hara. Of your suggestions, I think the one most helpful 
is that in regard to the Big Muddy River, the inland waterway. We 
Jl appreciate that with the development of the diesel engined tug, 
ble to haul a great line of scows, inland-water transportation has 
become a major factor. You think, as I get from your statement, 
that southern Illinois cannot reach its proper plane industrially un- 
less the waterway is built? 

Mr. Hueues. That is my feeling, sir. I answered a railroad objec- 
ion the other day by saying this: I made a comparison that wherever 
there was water development the railroads also prospered, and I 
ion’t feel that I am domg anything detrimental to their interests. 
think the whole community will prosper and the railroads will share 

| that prosperity. 

Mr. O’Hara. Everybody shares in prosperity once it is created. 

Mr. Huenes. That is right. 

Mr. O’Hara. With development of this waterway you could have 
«luminum and other plants in the southern Illimois area. 

Mr. Huaues. I wouldn’t be taking it away from West Virginia or 
Kentucky or anybody that already has it, because the development of 
the aluminum and electrical industry, sitting on the big pile of coal 
we have, will be a great potential for hundreds of years, and you must 
iuke into consideration the defense situation; if you could have that 
ready, that would be a powerful area, an arsenal of defense, if I may 
use that word again, not original of course. 

Mr. O’Hara. Have you asked for a Federal appropriation for that 
purpose ? 

Mr. HueHes. Our engineers are now studying the canalization of 
that river, and it is past the preliminary stage. We have had the 
hearing already; and I think money has been set aside that they can 

20 ahead for the complete study of the 7. ee then after that 
th iey will come to Congress for support of our project. 

Mr. O'Hara. And you are industrously pursuing your efforts in that 
direction ¢ 

Mr. Hucues. Yes, sir. 

Mr. O’Hara. I am sure you are getting good help from your great 
Congressman. 

Mr. Hugues. Yes, a hundred percent. The fact is we are getting 

ie cooperation from a lot of people. 

Mr. O’Hara. I want to say that I don’t know of any new Member 
of the Congress that has been more dynamic, or has done a better job 
than your own Congressman. 

Mr. Hucnes. We : appreciate that very much. 

Mr. O’Hara. Just one other remark, Mr. Hughes. 

Coming from Illinois, at one time having had many friends in south- 
ern Illinois, when I was Lieutenant Governor of that great State, I 
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rather liked your putting the Big Muddy River in priority to the 

Nile. We have heard a lot about the Nile, but I think the Big Muddy 

oo has more in future potentiality for America than the historic 
ile. 

Mr. Hugues. If they can spend $56 million for Egypt over there, 
they ought to spend a few million for Egypt in southern Illinois. 

Mr. O’Hara. While we want to help everybody wherever poverty 
exists, I agree that we should not stint on southern Illinois because 
if southern Illinois blooms, all the world will be in flower. 

Mr. Huacues. That is right. Those 190 counties all over the United 
States must be brought up to the level of prosperity with the rest of 
the Nation or they will have a tendency to bring the others down to 
their equal. 

Mr. O’Hara. I give up the remainder of my 5 minutes, Mr. Chair- 
man. 

The Cuarrman. I haven’t held the watch on you. I don’t know 
whether you can give back any or not. 

Mr. Hucues. I am enjoying this, but I will retire any time you say. 

The Cuarrman. Mrs. Griffiths? 

Mrs. Grirritus. I have no questions, Mr. Chairman. 

The Cuatrman. Dr. Talle, do you have a question ? 

Mr. Taiz. Just a couple of little items, Mr. Chairman. 

The Cuatrman. Go ahead, Doctor. I didn’t mean to overlook you. 

Mr. Taute. That is all right. 

The CHarrmMan. We don’t want to do that. 

Mr. Tauiz. Mr. Hughes, there are some bituminous coal mines in 
southern Iowa. Are you familiar with employment conditions there? 

Mr. Huaues. No, sir, I am not. I don’t know too much about it. 

Mr. Tatir. I have no further questions, Mr. Chairman; but I am 
glad to report this, that the employment commission in Iowa sent out a 
report which came to my office this morning and meapernent there is 
just a little over 8,000 right now, so the prospect is that there may be 
a labor shortage. Most important in Iowa now is good rain, so that 
our farmers will get crops. That is our worry right now. We are 
suffering from drought. 

Mr. Hueues. Mr. Chairman, if I could say one thing more. 

I would like to commend to your reading and supplement my re- 
marks with what Senator Dirksen testified on Senate bill 2663, Janu- 
ary 9, 1956, as reported in the Congressional Record of Tuesday, 
March 6,1956. Senator Dirksen from Illinois, supplementing Senator 
Douglas’ bill 2663, and his remarks here will strengthen this bill, House 
bill 8555. 

Mr. Bouron. Mr. Chairman, I ask unanimous consent that those 
remarks be put in the record and printed as a part thereof. 

The CHarrman. Without objection, they may be put in the record. 

(The remarks referred to above follow :) 


[From the Congressional Record, 84th Cong., 2d sess.] 
SoUTHERN ILLINOIS STAKE IN LEGISLATION FOR DEPRESSED AREAS 


Extension of remarks of Hon. Everett McKinley Dirksen of Illinois in the Senate 
of the United States Tuesday, March 6, 1956. 


Mr. Dirksen. Mr. President, I ask unanimous consent to have printed in the 
Appendix of the Record a statement prepared by me relating to the stake of 
southern Illinois in legislation for depressed areas. 





AREA ASSISTANCE ACT OF 1956 241 


There being no objection, the statement was ordered to be printed in the 
Record, as follows: 


SOUTHERN ILLINOIS STAKE IN LEGISLATION FOR DEPRESSED AREAS 


(Statement by Hon. Everett M. Dirksen, of Illinois) 


On January 9, I appeared before the Subcommittee of the Committee on Labor 
and Public Welfare, which had scheduled a hearing on the general subject of 
depressed areas. This was the same day on which Senate 2892 was introduced 
by Senator Smith of New Jersey for himself and for Senators Bridges, Bush, 
Dirksen, Allott, Duff, Martin of Pennsylvania, Potter, Purtell, Cotton, Payne, 
Bender, Thye, Butler, Smith of Maine, Saltonstall, Flanders, Carlson, Aiken, 
Ives, Case of New Jersey, Beall, Capehart, Kuchel, Watkins, and Bennett. The 
title of this bill is “A bill to assist areas to develop and maintain stable and di- 
versified economies by a program of financial and technical assistance and other- 
wise, and for other purposes.” 

An earlier bill, namely, Senate 2663, was introduced July 28, 1955 by Senator 
Douglas for himself, and for Senators Kilgore, Kefauver, McNamara, Humphrey, 
Neely, Murray, and Kennedy. The title of that bill is “A bill to establish an 
effective program to alleviate conditions of excessive unemployment in certain 
economically depressed areas.” 

This bill was referred to the Senate Committee on Labor and Public Welfare, 
whereas the bill introduced on January 9 was referred to the Committee on Bank- 
ing and Currency. 

While I am recorded as a cosponsor of the bill introduced on January 9, I shaljl 
let no pride of sponsorship stand in the way of any effort to secure reasonable 
legislation to deal with this problem. 

It appears that there are roughly 190 counties or parts of counties throughout 
the Nation which are located in so-called depressed areas. The areas are divided 
into 10 major and 74 minor areas. I note, however, that 7 States contain 12% 
of these counties so it is fair to assume that the greater proportion of this 
problem will be found in those 7 States. 

They include West Virginia with 23 depressed counties, Pennsylvania with 23, 
Kentucky with 17, and Illinois with 19. It is quite evident from the names 
of the States where these counties are located and the nature of their activities 
and industries that coal has been a contributing factor to the problem, because 
southern Illinois, Pennsylvania, West Virginia, and Kentucky are among the 
foremost coal-producing States in the Nation. 

The abandonment of coal mines, the increased efficiency in coal mining, the 
competition from other fuels and still other factors have doubtless had an im- 
pact upon the coal industry, and the abandonment of many mines in those 
counties particularly, become the hard core of the problem which is before us. 

I am quite aware of the fact that under the classification which is carried by 
the Department of Labor, the decrease of employment in these areas does 
shift from one class to another from time to time. In some cases there is an 
improvement in the condition and in other cases the condition becomes more ag- 
gravated. I believe, however, it is fair to assume that this is a hard core prob- 
lem with which the Congress should deal and it should not be a half-hearted 
approach. To provide a program which is too limited or too restrictive in nature 
might prove entirely fruitless and abortive, and I for one am anxious that a 
real broad-gauge effort be made to find a sound and durable remedy for the 
problem. 

When one recalls that we have been quite generous in the field of economic 
aid to foreign nations as a part of our overall security program, surely we 
will be equally generous with Federal funds, Federal loaning power and Fed- 
eral authority to meet the problem which is on our own doorstep. As I recall, 
the aggregate of loans and grants in the foreign-aid field last year was in ex- 
cess of $500 million, and we would be wanting indeed in our solicitude for our 
own people if we did not take an equally generous approach with respect to the 
problems at home, even though the foreign-aid program is essentially geared to 
national security. 

Let me emphasize the opinion that any solution worthy of the name must be 
durable. Merely to scratch the surface and to provide temporary employment 
in these depressed areas will not meet the problem. 

At this point I might mention the interest which has been mainifested in this 
problem by the Eisenhower administration. In all candor it must be said that 











242 AREA ASSISTANCE ACT OF 1956 


the prior administration was not unmindful of this problem. As early as 1946 
an area development organization in the Department of Commerce in the Business 
and Defense Services Administration was created to make surveys and suggest 
remedies which would alleviate these depressed conditions in certain areas, 
Efforts were made to direct defense industries to these areas and also defense 
contracts. As I reeall, 25 or more defense facilities at a cost of $210 million were 
established in different depressed areas and accounted for some 10,000 jobs. 

Last year the Department of Commerce requested of Congress $370,000 for its 
Business and Defense Services Administration to further explore and deal with 
the problem in depressed areas. Unfortunately this request was sharply pared 
and when it was finally approved, it was reduced to the same figure which obtained 
in the prior year, and as a result the Commerce Department had but $120,000 to 
deal with this problem. It appears to me from such figures as I have seen, that 
in southern Illinois there are somewhere between 15,000 and 20,000 jobless people. 
The relief load has been extremely heavy. In a consideration of a measure of 
this kind we should keep that fact in mind beeause the amount that inight be 
saved if jobs can be substituted for relief would over a period of time go far 
to offset whatever funds might be required, whether in the form of loans or grants 
to carry out a depressed area program. Iam quite familiar with the pending bill 
and my principal purpose in suggesting a number of amendments was to make it 
a broader and more wholehearted approach to the problem. Let me, therefore, 
outline suggestions which I firmly believe would improve the legislation to deal 
with the Cepressed areas problem. 

1. Instead of creating an independent agency to administer a depressed area 
program, I would suggest that the agency be placed under the direction of the 
Secretary of Commerce. You will recall that much of the time and energy of the 
Hoover Commission was devoted to the general scheme of relieving the President 
of the responsibility of receiving a direct accounting from so many Federal 
agencies. The hope has been to minimize the number that would report directly 
to him. If, therefore, the Depressed Areas Administration were placed in the 
Department of Commerce, it would be just as effective, provided for a better line 
of responsibility, and be in keeping with the general theme of the recommenda- 
tions of the Hoover Commission. 

“2. These bills are predicated on the creation of community committees or 
organizations which would do the development work, provide the plans and seek 
to attract industries. I can, however, foresee some problems in this field because 
there doubtless will be instances where a committee covering a larger area might 
be more effective and more useful. I suggest, therefore, that the measure also 
include a provision for regional committees with authority to cooperate with 
the administrator and with the State authorities and be clothed with the same 
authority as the local committees. In this connection I think of the possible nec- 
essity for developing power and water resources in certain areas. To do so 
might prove quite costly and would have to cover a much wider area than a 
single community if it were to be effective. I can think of a number of areas 
where water is a real problem and as such it embraces a considerable number 
of communities. Obviously such a problem could not be handled on a strictly 
local or community basis and hence the need as T see is for regional committees 
as well. 

3. In general, the measure now before this committee contemplates Federal 
loans for the construction of industrial plants and other industrial and commer- 
cial facilities. I, for one, am not at all sure that this language would cover the 
machinery and equipment necessary to establish an industrial plant. From my 
own industrial experience, I know that quite often machinery and equipment is 
a far larger, more costly, and more important item than the construction of a 
plant. It would, therefore, seem advisable that the bill clearly state that a 
Federal loan might be obtained to cover machinery and equipment as well as 
plant construction. This is no novel departure, because we followed a pattern 
of that kind during the war in connection with war plants. 

4. The bill should contain a provision under which the administrator of the 
act would have authority to make loans and grants for the construction of labora- 
tories and pilot plants for the processing of the resources which are native to 
these depressed areas. Perhaps an example will suffice to make this clear. 

In the last session of Congress I offered an amendment to the Interior Depart- 
ment appropriations bill to provide funds for the construction and maintenance of 
a pilot plant and other appurtenances and for payment of technical and scientific 
personnel to make extended researches in the field of coal utilization. 
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This proposal should be of particular interest to West Virginia, Kentucky, 
Pennsylvania, Illinois, and other coal States. A great deal of work has already 
been done in this field. What it contemplates is the distillation of coal in the 
hope that the char and the heavy oil which would result from such a process 
could be broken down and utilized in industry. 

I am advised that from a single ton of coal, one could derive about 40 gallons 
of heavy oil or distillate and perhaps 1,500 pounds of char or residue. 

The distillate would become the raw material for the manufacture of many 
items, including pharcaceuticals, perfumes, alcohols, and a host of other things 
so widely used in industry. The real problem is the use of the resulting char, and 
I know from the expressions of interest by a good many pecple identified with the 
steel industry that this char might have practical use in the reduction of low 
grade iron ores which are found in considerable abundance in Middle Western 
States. If these pilot plant operations could be carried to a practical and com- 
mercial conclusion the results would be the answer to the problems of depression 
which presently confront the coal areas of the country. 

One might say as much for the utilization of timber resources. It has been 
my good fortune to work closely with the University of Southern Illinois and to 
procure a modest amount of money in the agricultural appropriation bill during 
the last several years for the pilot operations which they are conducting in the 
utilization of timber and forest products which are native to southern Illinois. 
Excellent work has already been done in this field but progress would be faster 
if out of the funds made available under this bill the Administrator were au- 
thorized to make additional grants for these purposes because they contain the 
hope of a real and durable remedy for the problem before us. 

I regret extremely that the proposal which I had incorporated in the Interior 
Department appropriation bill was not finally approved. No comparable provi- 
sion was inserted in the House of Representatives and the members of the con- 
ference committee of the House of Representatives refused to concur in this 
proposal. I am persuaded that it has great merit and that it must be pushed 
vith all diligence. 

5. I understand that adverse freight rates have had a retarding effect on in- 
dustrial development in certain areas like southern Illinois. To what extent 
this is true I cannot at the moment say without further exploration. I am 
authentically advised, however, that not too long ago a Chicago manufacturer 

as attracted to a city in southern Illinois and was prepared to establish a plant 
only to discover that an adverse freight rate on his particular product made it 
quite difficult to compete with producers of that same product in other areas. 
Wherever such a condition arises the administrator should be clothed with 
power not only to make an app'ication to the Interstate Commerce Commission 
for a more favorable freight rate but should, in fact, have the benefit of prior 
consideration of such an application by the Commission so that wherever possi- 
ble reasonably advantageous rates could be established to make the job easier 
in meeting the problems in these depressed areas. Obviously to establish a plant 
by means of local and Federal funds and then discover that it would have diffi- 
culty competing in the commercial market because of adverse freight rates 
would be indeed a fruitless undertaking. 

6. The same general approach should be taken with respect to areas in which 
the depressed condition has in whole or in part resulted from the importation 
of competitive commodities from foreign countries which can sell in our market 
at a price below the cost of production in our own country. 

The one example that readily comes to mind is fluorspar. This mineral is 
mined in southern fMlinois and particularly at Rosiclare. I know something of 
the problems which have confronted the fluorspar industry and have for a 
period of 3 years worked steadily with the representatives of the industry in 
securing more favorable treatment by the United States Tariff Commission with 
respect to the duties imposed on imported fluorspar. It is a fact that imports 
of fuorspar from Mexico, Spain, and elsewhere, mined with cheap labor, have 
in large measure contributed to the distress of this industry. We have been 
moderately snecessful in securing some amelioration of this condition. It 
would appear, however, to be the part of wisdom to give the administrator of 
the depressed areas act authority to appear before the United States Tariff 
Commission and present the case for increased duties and to require the Tariff 
Commission to give priority to such a petition. If in the case of southern IIli- 
Lois the fluorspar mines could be placed on a sound basis so that the men might 
have steady employment this would go far toward alleviating the distress which 
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now exists and prove durable indeed in assuring the communities where these 
mines are located that the jobs are secure. 

In this connection perhaps I should point out that these mines were developed 
with private capital and in the utmost of good faith over a long period of time. 
Could we do better than to recreate the jobs which were lost or placed on a 
slender part-time basis by crushing imports by bringing the matter very force- 
fully to the attention of the Tariff Commission with a request for relief. 

7. The instant bill calls for the appointment of a local industrial development 
committee which shall prepare plans for the construction of industrial plants and 
facilities and then be authorized to borrow not to exceed two-thirds of the cost 
if and when the plans have the approval of the administrator. I believe it would 
be well to extend the same rights and privileges to private industrial enterprisers 
who are willing to locate industrial plants in such depressed areas. This would 
save the time and energy of many people in the community and at the same 
time achieve the very objectives and purposes which the bill has in mind. In 
fact, it would be highly desirable if such incentives could be made available to 
private enterprisers as well as to communities because it is fair to assume that 
men who are willing to risk their own capital and energies in the location of 
a plant would be thinking in terms of a plant which would be continuously in 
operation and thereby bring assurance that the jobs would be continuing instead 
of temporary. Provision should also be made for aid in the expansion of 
industries which already exist. 

8. Under certain circumstances I believe that the loan provisions in any bill 
should be made more generous. The bill on which hearings were held provides 
for a loan not in excess of 6624 percent of the cost of construction of the project. 
Naturally this would mean that the community where the plant is located would 
have to subscribe the other one-third. Since we are dealing with depressed areas, 
for such a community to subscribe one way or another One-third of the cost of 
a plant might become a truly difficult burden. For exemple, to build a plant of 
some consequence might cost a million dollars. If the project were approved, 
it would mean that $333,000 would have to be raised locally. In many communi- 
ties this is not an easy undertaking. It is enitrely possible, however, that a 
plant operator of character, background, and experience would be willing to 
operate a plant in a community and give adaquate assurances that it would 
continue in operation for 5 or 10 years or even longer. If such an operator were 
willing to enter into a legal and enforceable contract to that effect and gave the 
necessary guaranties it would occur to me that a substantially larger loan might 
be made out of Federal funds in order to achieve the construction and location of 
such a plant. It would be within the province of the administrator to determine 
the effects and to be satisfied that such was the case before a loan of as much as 
80 or 85 percent of the construction cost might be made. 

9. With reference to the funds made available in the bill for industrial-loan 
purposes, there is no limitation on the amount which the administrator might 
loan to any one depressed area in any given State. It has been the custom in 
connection with so many other measures approved by Congress that in the 
interest of equity and fairness, such funds be allotted on a percentage basis so 
that every area could be sure of completely fair treatment. We have done this 
in connection with farm-tenant loans under the Farmers’ Home Administration. 
We have done this in connection with rural-electrification loans. It is, there- 
fore, my suggestion that the funds made available under the bill be set up so 
that 75 percent of the whole fund be allotted to the respective States on the 
basis of the number of unemployed in the distressed area in that State bears 
to the whole number of unemployed in all of the depressed areas throughout the 
country. This would simply mean that if there were 20,000 unemployed in the 
depressed area in Illinois and the whole number of unemployed in all of the 
depressed areas now cataloged by the Department of Labor totaled 200,000, 
that 10 percent of 75 percent would be earmarked for Illinois. Since provision 
is made for $100 million in loan funds and if $75 million were placed under 
allotment, 10 percent of the $75 million would mean that $7,500,000 would be 
assured to the State. The remaining 25 percent could be dispersed within the 
discretion of the administrator. This would supply sufficient latitude for the 
administrator and at the same time assure every depressed area that funds up 
to a given amount would be available for the purposes of the bill. 

10. The same formula could be used with respect to that provision in the 
bill which provides for assistance to public facilities. There is a provision under 
which $100 million would be made available for loans and grants to depressed 
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communities for the construction of such facilities. This would, of course, 
include schools, airports, hospitals, and similar facilities, and to them the same 
apportionment formula could be applied. 

11. One of the great institutions in Illinois is the University of Southern 
Illinois, which has made great progress under the capable leadership of President 
Delyte Morris, and I envision the day when it will be one of the truly great 
institutions of learning in the United States. It is growing year by year. I 
have found particular delight in working with different people from the faculty, 
including the president of the university. All of them have a keen sense of 
appreciation of their particular responsibility to the area where the university 
is located. At this institution there is a wealth of brains and talent for 
utilization in connection with this problem if Congress will but make it possible. 
I know of nothing that would pay greater dividends than to authorize the ad- 
ministrator of the Depressed Areas Act to make grants of funds available to 
the university so that this talent can be utilized in finding an adequate solution 
for the problem in that particular area. Already in the case of the University of 
Southern Illinois they have done notable work in the forestry and timber 
utilization field. I am confident they can do equally good work in still other 
fields, and especially where the natural resources of the particular area are 
involved. This hope deserves every encouragement and consequently some of 
these funds should be made available for that purpose. 

12. It may also be necessary to make some provision for housing in the 
communities where new plants might be constructed. One of the first things 
which a plant locator explores in addition to water, fuel, transportation, and 
other resources is the availability of housing. Already workers in the lower 
reaches of the State are driving a great many miles to their places of employ- 
ment but when an industry is brought to a town it must be possible to provide 
housing for the workers and a provision would be supplementary to provisions 
already carried in general housing legislation which is now on the statute books. 

I have some other suggestions in mind and have already reduced all of these 
to amendment form so that they might be ready for consideration when the 
committee has completed its hearings and is prepared to take action on the 
pending bill. I am deeply interested in the pending proposals and want to be 
sure that if legislation is reported to the Senate floor that we will have a bill 
which represents a determined and wholehearted approach to this problem of 
depressed areas. 


The Cuairman. Mr. Ashley ? 

Mr. Asuuey. I just have one question, Mr. Chairman. 

Mr. Hughes, I have been appalled by the decline in employment 
which has taken place in the area you represent, particularly in the 
mining industry. I take it that it is your thought that assistance to 
new manufacturing industry may lead to a revitalization of southern 
Illinois mining; is that correct, sir? 

Mr. Hugues. We don’t think we can do the whole job that way. 
We can add a thousand manufacturing jobs a year, but while we add 
a thousand manufacturing jobs, we lose 1,500 to the coal mining, by 
the declining operation of the coal mines, mechanization of the coal 
mines, and that sort of thing. It used to take a thousand men to 
operate a mine. Now 200 or 250 men with this heavy machinery, 
and fast-moving machinery, can do it. 

Mr. Asutey. You stated only 5 mines are currently in operation as 
against 26. 

Mr. Hucues. Yes. We lost markets, too, you understand. 

Mr. Asuuiey. I am interested in that; your deep-shaft mines, are 
they conducive to modern mechanization ? 

Mr. Hucues. Oh, yes; but we ran them right on through World 
War II, getting out every ton of coal that we could. Then after the 
war our machinery was obsolete, and our mines have been worked 
back. Now we are actually getting ready to open 1 or 2 new mines, 
in Franklin County, with the slope mines and conveyor belt and the 
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buggies and all of the modern mechanization that goes with moder: 
coal mining. We are going through a transition period here and it 
is hurting. . 

Mr. Asutry. So even if your mining industry comes back, you are 
going to have a loss of employment which has to be taken up. 

Mr. Huenes. That is right. We still have thousands of people 
stranded there, and they like to live in southern Illinois. They have 
their houses, their schools, their churches, and university, and their 
waterworks extended, and their sidewalks and there is no reason to 
upset the housing situation. It is so much simpler to bring a few 
thousand manufacturi ing jobs in there than to have those people aban- 
don their schools as my picture showed in the St. Louis Post-Dispatch. 
We can do that by working on this farm program, timber program, 
rehabilitating fluorspar mines, as I said something about the importa- 
tions of fluorspar from Mexico, then this canalization of the Big 
Muddy, and Beaucoup Creek, and eventually Big Wren Lake that 
we want up at the north end. It will make us an industrial empire 
sitting on a pile of coal that will be a wonderful asset to the defense 
interests of this country. 

At the same time we will take a few thousand people off relief, con 
tribute a few more millions to the income tax support of our Gov 
ernment; instead of being on the red side, we will be on the positive 
or black side of the ledger. It will pay for itself in 5 to 10 years 
any way you figure it. 

Mr. Asnury. I, too, want to commend you, Mr. Hughes, on the 
imagination and the scope of your presentation. 

Mr. Huenes. Thank you, sir. 

The Cuarrmman. Mr. McVey 
Mr. McVey. Mr. Hughes, there are 2 or 3 things about which 
should like tocomment. In your statement you referred to the waters 
of the Beaucoup Creek. It entailed an expenditure of about $30 mil- 
lion. I agree if we spend $56 million in Egypt we ought to be able to 
spend $30 million in southern Illinois. I wonder how those figures 

were arrived at. 

Mr. Hucies. In 1922 the engineers gave us a survey of $110 million 
of the Big Muddy 8-foot channel at a cost of $4,832,000, and I multi- 
plied it by 7 and came up with about $28 million, added $2 million 
more to make it $30 million and talked to the engineers about it and 
asked them how far I missed it and they said possibly $ 5 million. | 
have talked to the engineers at the St. Louis district office. 

Mr. McVey. You multiplied the original estimate by 7 ? 

Mr. Hvucues. That is right. The thing is, everything is more 
expensive, wages and mater ials are much higher. The thing that will 
offset it is they have such fine machinery now and big power shovels 
they can dredge out that river much easier than they could have in 
1922. It will bea much more efficient operation. 

Mr. McVey. Another thing you said about the inland waterwa 

was that there would be jobs created for 10,000 coal miners. 

Mr. Hucues. I said 2,500 coal miners to pull out that other 10 mil- 
lion tons; that the experts testified at our hearing in Murphrysboro 
that somewhere between 9 million and 11 million additional tons of 
coal could come from this market and go on north into areas we are 
not now serving as the electrical industry expands. 
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We want to point out we are not trespassing on anybody’s domain or 
rights now, or markets, but we are looking for expanding markets. 
We want to share in them; 10 million tons, it would take 2,500 
tional coal miners to get that out. 

Mr. McVey. That will not take jobs away from coal miners else- 
where ¢ 

Mr. Hucnes. We do not think so. 

Mr. McVey. There is one other question and then | am through. I 

save a lot of sympathy for these workmen who are unemployed, and 
nave bee forsome time. How are they living? 

Mr. Huenes. The Government is spending $ 31,127,000 a month down 
there; the State and Federal Government is spending $1,127,193 for 
the month of October 1955, and I am presuming they spent about that 
much on the average throughout the year so those people can live. 

Mr. McVey. That is unemployment compensation ¢ 

Mr. Hucues. No. That is public assistance, the Federal and State 
both, I think, contribute to that. That is how they are living. That 
answers your question. That is a deplorable thing. We are not par- 
ticularly proud of it. We want to do something about it. As I said, 
we were not proud of those pictures and I do not want to leave the 
impression southern Illinois looks like that. Those are typical situa- 
tions that the Post Dispatch indicated. We can show you a lot of 

beautiful things down in Illinois. 

Mr. McVey. I know time is short, Mr. Hughes, but we hear this 
argument against this bill, an argument to the effect that it will pro- 
vide 2 means whereby industries which want to locate in regions where 
labor can be employed more cheaply will be bailed out by the Fed- 
eral Government and be removed to that new location. Is there any- 
thing in this bill that would do this? 

Mr. Hueues. We would expect those people moving in there to 
operate on about the same wage scale as we now have. Our area. is not 
considered a low-wage area at all. We are helped by a minimum wage 
law that was passed by the last session of the Congress, because the 
minimum wage is now $1, effective March 1, and I do not think that 
would be true. I do not think it would be any more true than we 
may have suffered by the competition of TVA and things like that, 
and we certainly are not decrying the benefits that have gone to 
those areas. We would just liketoshare inthem. That is all. 

Mr. McVey. Is there anything in this bill that would help finan- 
cially, relocation of such industries ? 

Mr. Hueues. This bill has some assistance for us. I would like to 
ull your attention to the fact, if I may, that this bill says 25 percent 
ind 15 percent. Is that for me to stop? 

The CierK. No. 

Mr. Hucues. I thought it was. This bill calls for 25 percent from 
the Federal and 15 percent from the State. Our Stats legislature 
won’t be in session until next year. We could not get any possible help 
for at least a year. We would like that part remedied. 

The Douglas bill says 6624 percent. Senator Dirksen comes along 
and says “Let’s make it 75 percent.” If we could have that money 
to draw against with our resources—most of my communities there 
will lay $100 ,000 on the line. Congressman Gray’s town, of West 
Fri anitoak. just recently laid $128, 000 on the line, to attract a branch 


addi- 
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factory of a big nationally-known concern. Herrin laid $400,000 on 
the line to attract Allen Industries’ branch, a subsidiary of Allen 
Industries in Detroit. If those people can reach in their pockets once 
and do that, that is how we are getting the thousand jobs a year. They 
keep going back to the pocket and there is no money there. 

We can go ahead and eventually, I guess, if time will permit, we 
will eventually get ourselves out of this thing in a period of 10 or 
15 years. This canalization, and educational program, and a fund we 
could borrow on, if our 19 counties down there could borrow on a 
fund of $6 or $7 million, a revolving fund we could pull those 
counties out in 5 years and we will be up contributing to the national 
income, and national support instead of a distressed area that every- 
body seems to sympathize with. We would be an area that you could 
be as proud of as we are. 

The CHarrMAn. We have another witness. 

Mr. Hueues. Thank you, very much. 

Mr. Boutron. Mr. Chairman 

The Cuarrman. Thank you, very much. 

Mr. Bolton 

Mr. Bouton. I have two questions I would like to ask Mr. Hughes, 
if I might. First, as to the Big Muddy River, is this an authorized 
project now, sir? 

Mr. Hucues. Yes. It has been classified as a navigable river for a 
good many years and it is authorized for study. The engineers have 
been ordered to make a survey. They held a hearing at Murphys- 
boro, on February 21, and there must have been 2,000 or 3,000 people 
in there. They made a great impression on them. They are going 
ahead, going » i that great pile of evidence and testimony, and 
I believe that they spent $10,000 on the first preliminary and I think 
there is $65,000 in some sort of a fund somewhere, thousands, for the 
rest of the study, and we would like for some of you, in whose ca- 
»acity it is to pursue that for us and watch it for us. We know our 
easiest and both of our Senators will be watching. 

Mr. Botron. Thank you, sir. 

Secondly, if these towns can come up with $100,000 or $125,000——- 

Mr. Hueues. They can do that once. 

Mr. Bouton. You feel they can come up with 15 percent of any 
proposed project ? 

The Cuatrman. This committee has no jurisdiction of that. What 
you want to do is get the Army Engineers to recommend it and go 
before the Appropriations Committee to get the appropriation. 

Mr. Hucues. That is the next step, Mr. Spence, I am sure. 

The Cuarrman. We have got another witness. 

Mr. Boron. I am through, sir. 

The CHarrman. Thank you very much, Mr. Hughes. You have 
made an excellent statement and spoken well for the people you repre- 
sent. Weare glad to have your views. 

Call the next witness, please. 

The Crerx. The next witness is Mr. Perry M. Shoemaker, appear- 
ing for the United States Chamber of Commerce. 
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STATEMENT OF PERRY M. SHOEMAKER, REPRESENTING THE 
CHAMBER OF COMMERCE OF THE UNITED STATES 


The Cuatrman. Mr. Shoemaker, if you have a written statement 
you may read it, without interruption, if you desire. 

“ Mr. SHormaxer. Thank you very much, Mr. Chairman. 

May I inquire, sir, as to the limitations of time? If it would be 
helpful to the committee, I can summarize this statement somewhat. 

The Cuatrman. We can stay here until we are called to the House. 
The House will be in session in a few minutes, but you may proceed 
toread that. Ithink you will have time to read it. 

Mr. Suormager. Thank you. 

Mr. Chairman and members of the committee, I am Perry M. Shoe- 
maker, president of the Delaware, Lackawanna & Western Railroad 
Co. I appear today for the Chamber of Commerce of the United 
States, a federation of 3,200 organizations with an underlying mem- 
bership of 1,700,000 businessmen. I am a member of the national 
chamber’s committee on economic policy. 

I would like to introduce to the committee Mr. Guy Waterman of 
the chamber’s economic research department, whom I asked to sit up 
here with me. 

I am here to present the views of the national chamber on H. R. 
8555, which is designed to provide Federal assistance to areas of sub- 
stantial and persistent unemployment. 

It is important not only for the people of these areas, but also for the 
vigor of the national economy that productive employment be found 
for unemployed resources, particularly human resources. It is equally 
important that such revival be soundly based, since only then will it 
result in permanent and expanding job opportunities. 

The national chamber believes, however, that H. R. 8555 would not 
contribute to a sound revival for depressed labor areas. We there- 
fore oppose its passage. 

Finding productive employment for resources in areas which have 
long experienced substantial and persistent unemployment is a difficult 
task. It will take time. Those who have worked in the field of 
industrial development know that there are no panaceas, no easy 
roads to local prosperity. They know also that through determined 
effort by all groups in a community, success can be achieved on a basis 
Which promises future economic growth and expanding job oppor- 
tunities. 

The national chamber has, for years, attempted to provide assistance 
to local industrial development efforts. Our department of manu- 
facture and industrial development, which has been expandeded to 
put new emphasis on the industrial development phase, has prepared 
numerous guides for community efforts to attract new industry. We 
provide staff services for the American Industrial Development 
Council. 

In the last 3 years, our chamber of commerce service department has 
met over 15,000 businessmen in 70 workshops in every State of the 
Union which have taken up the problem of industrial development. 
Our construction and civic development department has an extensive 
urban development program. Our economic research department 
recently published a report, entitled “Getting and Holding Good Em- 
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ployers,” which outlines a program for developing a community cli- 
mate favorable to economic growth and expansion of job opportuni- 
ties—a particularly important facet of the problem of attracting 
industry. 

In these programs, the national chamber provides assistance to the 
local groups which should and must, in the last analysis, take the lead. 

The technical assistance and advisory functions of the Office of 
Area Development of the Department of Commerce, no doubt, have 
helped many communities in ways which will contribute to their per- 
manent revival. 

We believe that the office is the logical vehicle for the current tech- 
nical functions of the Federal Government and any additional activi- 
ties which might be considered in this field. 

In addition, the economic growth of the country makes a substantial 
contribution to depressed labor areas’ problems. At the end of 1954, 
in what was certainly a mild business downturn, 48 major labor market 
areas and almost 100 smaller centers were classified as having sub- 
stantial labor surpluses. A year later, as a result of economic recov- 
ery, only 19 major areas and 64 smaller areas remained in this 
category. When the opportunities for business expansion are great- 
est, greater opportunity exists for all areas to prosper and to secure 
new industry. 

But the main subject of H. R. 8555 is the issue of special Federal] 
financial aid to areas of persistent and substantial unemployment. 
This issue raises new questions. 

The National Chamber opposes the commitment of Federal financial 
resources, as proposed in this bill, to the employment problems of a 
few particular areas. 

We specifically express our opposition to the key provision of H. R. 
8555, section 107, which provides for loans, participations, and guar- 
anties, 

We raise two questions concerning the desirability of loans, partic- 
ipations and guaranties for the construction of industrial plants and 
related steps. 


1. Is there a superseding need for financial assistance from the Fed 
eral Government? 

(a) There is generally a vast quantity and diversity of local 
resources available to meet chronic tiie sth problems. Local 
chambers everywhere have played a large role in attracting new indus- 
tries to communities. Many private organizations devote consider- 
able energy, specifically, toward developing local economies—insur- 
ance companies, railroads, public utilities, banks, and leading em- 
ployers within a community. In many communities, separate indus- 
trial development organizations are set up. Local and State Gov- 
ernments often provide assistance and leadership. 

(6) Past experience demonstrates that many areas have recovered 
from economic distress similar to that currently suffered by the de- 
pressed labor areas, without financial aid from the Government. 
Winston-Salem, N. C., had unemployment in excess of 6 percent for 
3 full years from May 1952 to May 1955, but is now out of economic 
difficulty, due to local efforts. Bridgeport, Conn., had substantial 
unemployment during 1949 and 1950 and would have been eligible for 
aid under section 102 of these bills; but Bridgeport recovered so 
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swiftly that, soon, a labor shortage was encountered. Manchester, 
N. H., suffered from dependence on slumping textile operations in the 
early 1950's, but since late 1952 has maintained unemployment below 6 
percent. The experience is repeated in Toledo, Ohio, Muskegon, Mich., 
Beaumont, Tex., and a score of smaller market areas, not to mention 
those which had not come to the attention of the Labor Department in 
its area classification service. 

(c) In Lawrence, Mass., often referred to as a “classic” case of a 
depressed labor area, the mayor of the city has indicated that credit 
is not a problem. In fact, in our growing economy, it would be the 
exception, rather than the rule, for a sound, worthwhile development 
to be passed up for lack of funds. If a development is not worthwhile 
and, accordingly, fails to attract local and private funds, it would 
seem to be questionable as a basis for sound revival for any com- 
munity. 

(d) In the last analysis, the real need is to create the conditions 
under which employers may grow, profit, and provide increasing job 
opportunities over a period of years. The committee will appreciate 
that this presumes proper responsibility of the employer to his em- 
ployees, and his adequate participation by taxes and otherwise in the 
life of the community. Unless such an atmosphere prevails, financial 
resources may be wasted. 

This last point we regard as an essential part of any study of the 
needs of depressed areas. 

Prosperity for a community depends on having growing, respon- 
sible business enterprises located there, providing jobs for the citizens 
of the community. 

For many communities, their strategic location assures that they 
will always be attractive locations for certain types of business. How- 
ever, for many types of communities the problem is somewhat differ- 
ent. Where proximity to raw materials or markets, or some other 
consideration, is not overriding business plant location, decisions take 
into consideration many elements, not the least of which is the general 
economic climate of a community or region. 

As Assistant Secretary of Commerce Frederick H. Mueller pointed 
out before this committee, “Businessmen hesitate to invest their own 
or other people’s money where their venture would be in any way 
unwelcome. Particularly, to achieve diversification through new in- 
dustry requires a favorable attitude on the part of the workers, exist- 
ing employers, and the local administration.” 

Karher, I mentioned Toledo as an example of a community which 
at one time might have been eligible for Federal aid under section 102 
of this bill. One important change in the Toledo picture, between 
the time when it as in chronic economic difficulty and now, was that 
the labor relations pattern of years was reversed. 

Toledo had a history of bitter labor difficulties. With the coopera- 
tion of responsible union leadership, the business community and the 
local government, more harmonious and productive labor-manage- 
ment relations were achieved. This change played an important part 
in the recovery of Toledo. 

Where an economic climate which discourages business investment 
exists, provisions of temporary stimulants in the form of Federal 
loans would never solve the basic problem. 


76350—56——_17 
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2. What problems would be raised by financial aid to depressed labor 
areas? 

(a) Federal assistance to depressed labor areas would tend to de- 
prive other areas of potential expansion. Despite the earnest efforts 
of the authors of H. R. 8555 to insure that employment opportunities 
will not merely be transferred from one community to another, we 
do not see how these bills will create new job opportunities that would 
not have otherwise existed. The jobs would have to be channeled 
into depressed labor areas from other sections of the country. 

The bill does not provide a reason for a plant coming into existence. 
Plants constructed under this proposal presumably would be utilized 
by firms which were contemplating expansion anyway, or by new 
businesses which could not survive and compete without Federal 
participation in the construction of their plants. 

If the Federal loans were provided for facilities which would not 
otherwise have existed—could not otherwise have survived—such 
facilities would not be the type which would lay the basis for perma- 
nent prosperity for acommunity. Thus, inevitably, facilities construc- 
ted under the provision of this bill, under the pressure of Federal Gov- 
ernment help, would take existing industries out of other areas, or 
prevent other areas from gaining the benefits of expansion. 

(6) Financial assistance from the Federal Government would tend 
to discourage local initiative and determination to solve local problems. 

Wherever financial aid is extended, under the terms of section 107, 
there will result, inevitably, in some areas a letdown in efforts to find 
local resources, and a tendency to bypass private and local capital. We 
do not believe that recognition of this reality implies any criticism of 
the quality of people in depressed labor areas. It is simply a fact that 
if the Federal Government contributed 25 percent of the capital 
needed for a project, there would cease to be a need for local effort to 
secure that amount. Any relaxation of local effort for this or any other 
reason, would do more harm than good to the long-run objective of 
revival for depressed labor areas. Furthermore, any assumption of re- 
sponsibility on the part of the Federal Government would inevitably 
weaken the resourcefulness and mobility of our citizens and dampen the 
dynamic quality which distinguishes our economy. 

(c) There is no way to write a law which would really meet the 
key problems of specific areas, which vary greatly. 

For example, I am particularly interested in the situation in Seran- 
ton, Pa. Scranton occupies a strategic place in the Delaware, Lacka- 
wana and Western Railroad Co. system. We share with the com- 
munity a tremendous interest in seeing Scranton economically 
prosperous. 

Here is a community which has done more, perhaps, than any in the 
country to help itself. Since the end of World War I, the Scranton 
effort has produced 58 new plants and expansion of 85 others. Of the 
new plants, 23 were built by the community with a potential peak em- 
ployment of about 15,000. 

This is a tremendous achievement. But, despite this achievement, 
Scranton still has enough unemployment to qualify easily for aid under 
the provisions of the bill. 

Yet, Scranton’s real problem is not financial assistance of this type. 
The problem which it faces now is attracting 1 or 2 large industries 
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of the type which would employ several thousand. To do this, Scran- 
ton needs a substantial industrial site. The great need is to prepare a 
large land area for industrial use. 

Such a project would be designed for some future time—a nebulous 
thing, certainly. Scranton would have to spend a considerable amount 
of money without any assurance at the time the money was spent that, 
as the provisions of H. R. 9535 require, there would be a “reasonable 
assurance of repayment.” 

If money was provided without the requirement of reasonable 
assurance of repayment, this program could become a vehicle for super- 
seding local responsibility everywhere. As such, it would bring a 
weakening, if not a nullification, of local efforts. 

(7d) A more fundamental question, however, concerns the long-term 
implications of this bill. 

We have in this country a tradition of reliance on local, private, 
and individual initiative in solving specific economic problems. 

The Federal Government is committed to fostering conditions 
conducive to high levels of employment, under the terms of the em- 
ployment act. National organizations in the private sphere also per- 
form a useful function. 

We, in the national chamber, attempt to do our part. But, ulti- 
mately, solutions to local problems must be met on the local level by 
those who have the knowledge and ability to deal with a particular 
local situation. 

Section 107 of H. R. 8555 runs counter to this tradition, and could 
ultimately place the Federal Government in the position of guar- 
anteeing to maintain employment at whatever cost, in each community 
throughout the country. We do not believe this can be done effectively 
and we do not believe it should be started as a Federal responsibility. 

Furthermore, if this program was used to place economic activity 
in areas which had permitted the economic climate to deteriorate, 
it could easily become a program of subsidizing an unfavorable eco- 
nomic climate. 

May I say to the committee in summary, I desire to underline the 
seriousness, and the sincerity of purpose, with which the chamber 
has approached this proposed legislation. The philosophy of the bill 
is humanitarian as well as one of economic balance. It has been with 
concern and realism that our own programs of help and encourage- 
ment have been fostered. Some might accuse the chamber, because 
of the position to which I testified, of a lack of recognition, an absence 
of genuine concern for chronically unemployed. The contrary is 
emphatically the case. 

_ Within the past two generations, there have been significant changes 
in the responsibility of Government toward its citizens. But it has 
nevertheless remained vitally important to maintaining adequate 
controls at the local level. 

We must not discourage the responsibility of the individual for 
himself and his family, nor the responsibility of his own local 
community. 

It may well be that among the limited, and declining number of de- 
pressed areas, there is one which seems to have exhausted its ability to 
help itself. 

We urge, if such a condition obtains, that the Office of Area De- 
velopment make it a top priority project, present to the local com- 
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munity all of the information at its command, and assist it in aggres- 
sively and exhaustively reappraising every local opportunity to solve 
the problem. 

It is our conviction that the dangers of Federal financial subsidy, 
as proposed in this bill, are so real in their impact upon the future of 
our people that renewed effort and persistence and determination 
should be utilized locally with the kinds of affirmative encouragement 
which we have discussed. It is our conviction that such efforts can be 
successful, thus making this legislation unnecessary. 

That is the end of my prepared statement, Mr. Chairman. 

The Cuarrman. Mr. Shoemaker, don’t you think that unemploy- 
ment is a major human and economic problem for our Nation and 
don’t you think the dangers from continued unemployment are real, 
too? 

Mr. SHoremaker. Of course, we do, sir. 

The Cuarrman. Well, now, without discussing the provisions of 
this bill, there is great unemployment in the eastern part of Ken- 
tucky. In some of the areas there, 65 percent of the people that were 
employed are now without employment. 

There are no great urban centers there, no chambers of commerce to 
urge people to come in. Now how would you meet that condition? 

What would you do to bring back employment in that area? The 
mines are down. Why are the mines down! Why isn’t the coal used 
to the extent it once was? 

Mr. Suoemaxker. Mr. Chairman, I wonder if we do not have to get 
a little perspective here by reviewing what has happened in this coun- 
try historically? We can find areas in the West, in the lumber re- 
gions, areas in some of the western mining regions, where communi- 
ties have actually disappeared, as the economic basis for that com- 
munity’s existence no longer obtains. The history of the country is 

that there has been a very real migration of people to jobs. It is going 
on every day, all the time, and I think I have some figures here on 
population which shows that in the depressed areas, there has been a 
normal reaction of population decline. It merely shows what has 
gone on time and time and time again. 

Now, we have the greatest of sympathy for these people that have 
had homes or schools or churches in these little areas, but is it in the 
best interests of the country to maintain a community at an uneco- 
nomic location, where there is no baseline for its existence? 

The Cuarrman. Is that your remedy, that people leave their homes 
and seek employment elsewhere? Do you think the people who lived 
in the mountains of Kentucky, patriotic people, who went out and 
fought in greater numbers than required, do you think they should 
be compelled to leave their homes and seek employment elsewhere? 

Mr. Suormaker. I do not want to be construed as saying that, Mr. 
Chairman. I am saying there has been a natural tendency for that to 
occur as a part of our industrial change in the country. With respect 
to your particular people in Kentucky, I have no doubt but that they 
are fine citizens. I have no doubt but that there has been some natu- 
ral migration to jobs out of that area but may I not ask the question 
as to why these declining number of depressed areas are a Federal 
responsibility, and is it not fair to ask these people locally, with the 
help from the Department of Commerce, in its own experience in this 
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area development work, to tie in together and see if they cannot find 
ood for the future best interests of these very 


something that is g 
people? 

The CHamman. Most of your testimony has been addressed to urban 
areas, Where chambers of commerce can urge industry to come in and 
where the local government can give them inducements, but eastern 
Kentucky is purely a rural mining area with few cities and I do not 
think that influence would have much weight to swing employment 
there. 

Mr. Suoemaker. I do not want to leave the impression that there 
has to be a local chamber of commerce at one of your communities 
in order to have it help itself. Many of these areas that have helped 
themselves have done it through trade associations; they have done 
it through groups of citizens, and certainly we have in the Department 
of Commerce a fine vehicle for bringing out into the open the prob- 
lems, or the solution to these very kind of problems. That organiza- 
tion, as we understand it, exists to be helpful. 

Certainly we in the national chamber wil be as helpful as we know 
how to be, whether they have a local chamber of commerce or whether 
it is a trade association or whether it is a citizen. 

The Cuatrman. You do not believe it is a sound public policy for 
the Government to lend money to its citizens? 

Mr. SHOEMAKER. You get into another subject a little bit, Mr. 
Chairman. 

The Cuatrman. I think that is involved here. 

Mr. Suormaker. Of course it is. 

The Cuairman. Don’t you think we ought to do as much for our 
own people as we are doing for our friends abroad ? 

Mr. SHorMAKER. I am thinking a little of some of my experience in 
the Hoover Commission for 2 years and our study of lending agencies 
there. I think we developed staggering information that there are 
104 different agencies of the Government in the lending business, all 
in competition with various facets of private enterprise. Now, I have 
some real doubts as to the soundness of the Government being in the 
lending business to that extent. 

I think the Commission’s report attempted to show why there should 
be doubts as to our being in it that deep. I do not think we have to 
set up another one here in order to meet this problem successfully. 

Mr. Mutter. Mr. Chairman, there is a quorum call, and can we in- 
quire of the witness if he can come back again tomorrow so we can 
continue our interrogation ? 

The Cuarrman. We have got three witnesses tomorrow, I think, 
anyhow. Mr. Shoemaker, could you come back tomorrow ? 

Mr. SHormaAker. Mr. Chairman, it would be very difficult for me to 
be here tomorrow. Without seeming to be impertinent, may I ask 
if the committee is sitting next week? I have got to be here Tuesday 
and Wednesday of next week. 

The Cuairman. No. We will conclude the testimony this week. 
Can you come back this afternoon ? 

Mr. SuHoemaker. Certainly. I would be very happy to. 

The CuHaimrman. Let’s come back at 2 o’clock in the afternoon. That 
is dependent on what is going on in the House. If there is general 
debate we can sit. I do not think there will be any rollcall in the 
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House this afternoon. Allright. If you will come back at 2 o’clock, 
Mr. Shoemaker. 

Mr. Snormaker. I will be glad to, Mr. Chairman. 

(Whereupon, at 12: 15 p. m., the committee recessed to reconvene at 
2 p. m., the same day.) 


AFTERNOON SESSION 


Present : Chairman Spence (presiding) Messrs Brown, Multer, Ash- 
ley, and Talle. 

The Cnarrman. The committee will be in order. 

Mr. Witness, I wanted you to return to interrogate you this after. 
noon. I am going to ask you one question: 

You have stated the policy of the national chamber of commerce. 
Are the local chambers obligated in any way to follow the policy as 
prescribed by the national organization ? 

Mr. Suoemaker. Not the slightest, Mr. Chairman. The national 
chamber of commerce is a democratic organization. 

Perhaps it would be helpful to you if I were to describe how policy 
is established. 

Normally a committee works on some particular subject and, after 
study, that committee makes recommendation to the board of direc- 
tors. The board of directors will consider it. We have a large board 
over there. 

The CHarrman. The reason I asked you that question, I understood 
that local chambers of commerce in the depressed areas were almost 
all of them in favor of direct Government hats, 

Mr. SHormaxker. Mr. Chairman, I would like to answer your ques- 
tion by adding to the understanding of the committee by telling you 
how our chamber policy is established. 

Normally a subject such as this one is referred to a standing com- 
mittee of the chamber. We have some 800 businessmen on various 
committees of the chamber. That committee makes a study and makes 
its recommedations in due course to the board of directors. If the 
board approves it, it goes to the policy committee, and from there 
becomes a policy question for the annual meeting of the chamber of 
commerce of the United States. 

Our annual meeting is being held next week, for example, and 30 
days before the annual meeting we sent out to our membership a book- 
let of proposed changes in policy. 

Those are reviewed by the chambers and trade associations that 
belong to the membership of the chamber, and if they have any ob- 
jections to that policy, we expect them to come to our annual meeting 
prepared to discuss it, object, disagree if they do—and they do some- 
times. That is the way our policy is established. 

Being a democratic organization, we try to take the position of 
defending, representing, if you will, the chamber policy. 

Calernaambly, some people disagree with that. Occasionally we 
even have people resign from the chamber because they disagree with a 
position which the majority has taken. 

In this particular matter, we know that we have certain chambers 
that favor the matter of Federal aid. I talked to you about Scranton 
this morning. I am somewhat familiar with Scanton. It is on our 
railroad. I have occasion to be there a great many times during the 
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year, but Scranton has come out in favor of this, in spite of all they 
have done to help themselves. 

Wilkes-Barre, Pa., Bellaire, Ohio, and I think you are correct, sir, 
in saying that most chambers in the—particularly in the major de- 
pressed areas have come out in favor of this matter. 

On the other hand, we have a great many chambers who have been 
outspokenly opposed ‘to Federal aid, such as Br idgeport, Conn., which 
once was a depressed area city; New London, Conn., Los Angeles, the 
Indiana State chamber, the New Jersey State ch: umber, the Ohio State 
chamber, the Connecticut State ch: umber, the Florida State chamber, 
the Missouri State chamber, representing the entire State. 

I think it has been previously brought out in the hearings before 
you that the New England council, with all the trouble in New Eng- 
land, has opposed this thing, and even the Connecticut Development 
Commission has come out against it, with all of the problems that 
Connecticut has had industrywide. 

We have no objections—I would like to put it even stronger than 
that—every individual member of the chamber has the right to come 
out and speak for themselves. They are not bound by the majority 
opinion, and they can come out and come down here and testify be- 
fore you people. They can take whatever measures they feel they 
should in their own self-interest to defend and advance their own 
beliefs, so that there should be no misunderstanding on that, and it is 
quite true that individual local chambers disagree with the position 
that I have taken, sir. 

The Cuarrman. And your policies are general policies. They are not 
policies as applied to certain conditions. You are opposed to this 
character of help under any condition; isn’t that correct ? 

Mr. SHormaxer. For the country as a whole, that is true, Mr. 
Chairman, 

The CHarrman. Now then, the chambers that are very deeply af- 
fected by the conditions are those that are most apt to change from 
that policy and ask for help; isn’t that true? 

Mr. SHormakeR. Of course it is. 

The Cuarrman. And, as I understand, the chambers in the affected 
areas in southern Ilinois, in Kentucky, all would like to have direct 
help from the Federal Government. 

Mr. SHoremaker. I am sure there are chambers in those areas that 
would favor this. But we necessarily must look at the country as a 
whole. I listened with a great deal of interest to the testimony of 
Mr. Hughes this morning. I think he gave a very convincing descrip- 
tion of the problems in the southern Illinois area; very persuasive dis- 
cussion, if I may say so. 

The Cuarrman. Is your railroad a coal-hauling railroad ? 

Mr. SHormaker. We are a very heavy hauler of anthracite coal. 
That was the lifeblood of the Lackawanna Railroad for almost three 
generations. Our bituminous haulings are secondary. 

The Coarrman. Why is it the mines are down everywhere, and there 
is unemployment beyond anything we have had hertofore in those 
areas ? 

Mr. SHoemaker. Well, I don’t think that is quite right at the 
moment, Mr. Chairman. I must divide my answer between hard coal 
and soft coal. Hard coal, which I am intimately familiar with, has 
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a history of decline, going back more than a generation and having 
to do with the sharp increases in price of anthracite, the development 
of fuel oil, and the bringing in of natural gas. Competition from 
those sources has resulted in anthracite being a declining industry. 

Now, anthracite has been primarily a household fuel. 

The CHarrman. How about bituminous coal ? 

Mr. SHormaker. With bituminous coal we have a different picture. 
Bituminous coal came into probably the peak of its slump about 2 years 
ago, and it was a terrific slump because not only was ediean down 
in 1954, with somewhat of a mild depression, if you will; we had had 
mild winters; there wasn’t the movement of bituminous to Canada, 
which is a very important fact of the sales of bituminous from our 
own mines, but with business down, everyone was keeping their inven- 
tories at a low level and then as Mr. Hughes brought out, very fairly, 
I think this morning, the change in railroad motive power yb the 
coal-burning locomotive to the diesel—and that is now something 
over 75 percent accomplished, I believe—that has had a tremendous 
impact upon the soft-coal mining. 

The Cuatrrman. And aloeelt employment, too. 

Mr. SHormaker. It has, sir. 

Additionally, many of the eastern railroads have regarded the 
export of soft coal as an important part of their business, and you will 
recall that 2 years ago this upturn in business in Europe had not been 
accomplished yet and exports of coal to Europe were comparatively 
low in volume. 

Now, the whole picture has changed very quickly. Business is fine 
in Europe. They are unable to meet their own needs for coal, so the 
exportation of coal is extremely heavy from this country at the 
present time. 

Additionally, with business good, with electricity consumption being 
as high as it is, the powerplants are using unprecedented quantities 
of coal. Industry generally is using coal, and I think most of the 
bituminous coal mining companies—I am generalizing now, because | 
am not as intimate with that as I might be—but most of them look 
upon the future with optimism at the present time. 

The Cuarrman. Is there any evidence of that right now ? 

Mr. Suoemaker. I think one evidence of it, Mr. Chairman, is that 
we are presently involved in such a movement of soft coal that the 
railroad industry has been short of cars to transport it. We have 
literally had mines shut down in West Virginia and southern Ohio 
for lack of railroad cars. The demand for movement has been terrific, 
and of course you know so well that right at this particular time of 
the year, with navigation on the Great Lakes just opening, that takes 
an initial supply of coal cars to feed coal to the lake ports, so that 
there ore boats, going back up the lakes, will carry coal west with them. 

The Cuarrman. Do you think lack of transportation facilities has 
had any effect on employment in the mines ? 

Mr. Suoremaker. Up until the present time I do not, sir. I think 


momentarily we have some situations where there is an effect upon 
employment in the mines. The result is that the Interstate Commerce 
Commission, the individual railroads, are working with the greatest 
of seriousness to get the most out of every car that we have today. It 
is a very healthy situation, one that we haven’t had in some years, sir. 
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The Cuarrman. What effect has the diesel engine had upon employ- 
ment by the railroads? 

Mr. SHoeMAKER. Without any question, it has resulted in a lessen- 
ing of employment. I think I can talk objectively about our own situ- 
ation, the Lackawanna Railroad is a comparatively small railroad, 
running from New York to Buffalo. We have 960 miles of line and 
about 10,000 employees at the present time. 

Ten years ago we had 17,000 employees. The reduction in employ- 
ees has come about from, first, the diesel locomotive, and secondly, the 
mechanization of our track maintenance, and thirdly, the mechaniza- 
tion of freight handling. Our payrolls are greater than they ever 
were. I think it may be interesting to you to know this: 

I have talked about Scranton as being one of the depressed labor 
areas of the east, one of the sore spots, one of the long-time places 
where there has been a great deal of unemployment. We have done 
some things to help Scranton. We had a locomotive and car shop at 
Kingsland, N. J. We closed it in New Jersey and moved that to 
Scranton, and we have had some selfish reasons for concentrating the 
thing, but we could have done it almost any place in the railroad, but 
Scranton seemed to us a logical place where there was ample employ- 
ment, so that we put the shop there. We have concentrated our car 
repair facilities from Buffalo and Syracuse into this Scranton area, 
to help that situation. 

The CHarmrman. You not only have a shortage in the operating 
forces because of the immense load the diesel can haul, but you have a 
great decrease in the mechanical department, don’t you? The round- 
house has disappeared, hasn’t it? 

Mr. SHormMaKeER. Yes. The old-fashioned roundhouse where a great 
many men were involved in cleaning the ash pan of a steam locomotive 
and putting coal back on it, inspecting it, and so forth, that has all 
gone. 

The CHatrman. That employed a great many men, didn’t it? 

Mr. SHormaker. Yes, sir, in ‘the country as a whole without any 
doubt. Your diesel locomotive is actually working about 85 percent 
of the time. The steam locomotive we thought we were doing very 
well if we could use it 60 percent of the time. 

The Cuarrman. I understand that the experts on diesel engines 
makes repairs when they travel. 

Mr. SHormaker. One or two railroads have done that, Mr. Chair- 
man. That practically is not widespread. It is just a little bit fal- 
iacious. <A diesel is a pretty complicated machine, and we think that 
it is a little better to bring it into a shop where we have got electrical 
and diesel engine experts who can go over it and do what is necessary. 

The CHatrmMan. Well, I am asking what you think as a practical 
businessman of great experience. I would like to know whether or 
not you think we can do anything to bring back the employment to 
these people who are now unemployed in the areas where they live. 

Mr. SHormaxker. That is a very practical question, Mr. Chairman, 
and I think I have got to answer you this way: 

We firmly believe—and there is so much evidence to support it from 
these communities that have grown out of a depressed area status— 
they have come back themselves from their own efforts, if you will, 
and we question that Federal aid will provide permanent employment 
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for these people in these areas. We think that the private initiative, 
that private fonds can meet most of the problems that we have in this 
country in that respect. 

Certainly, if economic activities are worthwhile in a particular area, 
private enterprise will come in and finance that situation. After all 
Mr. Chairman, there are some 300,000 business enterprises started 
every year in this country. Our population is continuing to expand. 
New businesses are continuing to develop, and so much of this will 
come on its own, with local encouragement, if the thing is worthwhile 
in the first. place. 

If some particular area is obsolete economically, if it is really im- 
possible to operate any kind of a business there, then probably, as I 
said this morning, in the long run it is better for people to find em- 
ployment elsewhere, but there are very few of these areas that are 
under consideration at the moment, these major depressed areas, that 
we believe come into that kind of a category. 

This morning Mr. Hughes testified as to the potential of southern 
Illinois and I think all of us took some pride in the way he discussed 
what they had been trying to do to help themselves. We know that 
the anthracite area of Pennsylvania has had the same picture. We 
feel strongly that can have a continuing productive role in the economy 
of this country. 

The Cuairman. There has been a change, you know, in the rela- 
tionship of the citizen to government in the last few years. The de- 
pressed area is going to be the cause of great expenditures of money, 
whether it is in loans and grants or otherwise, because we have to take 
care of those people. It will cost millions of dollars to do it, and it 
seems to me it is important to the Government from the economic and 
the financial standpoint, to find some way to put them back to work 
because if they don’t go back to work, the Government is going to take 
care of them. 

Mr. SHoremaker. Mr. Chairman, once this has started, where do we 
stop with it? 

The Cuairman. Where are you going to stop the other way? 

Mr. SHormaker. We don’t see any termination date, if you will, 
on Federal help in this respect once it is started. 

The Cuairman. You think the Government is obligated to take care 
of those who are unemployed, not because of any fault of their own; 
don’t you? 

Mr. SHoreMAKeER. That is a pretty broad statement, Mr. Chairman, 
without any fault of their own. Pe we getting to the point where 
we are going to guarantee a job for every man in this country? Itis— 
it would be an ideal thing, certainly. 

The Cuairman. It is something we have got to meet. We can’t let 
them starve. 

Mr. SHormaker. No; we never have. 

The CHarMan. We never will. 

Mr. SHormAxker. Of course we never will. 

The CHarrman. No. 

Mr. SHoremakKer. But do we encourage people to help themselves 
and get back on an earning basis by subsidizing questionable business 
forthem? We don’t think SO, sir. 

The CHarrman. Are there any other questions? 

Mr. Mutter. Yes, sir. 
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Mr. Shoemaker, you refer to State chambers of commerce, some that 
took positions the same as that of the United States Chamber of Com- 
merce. Those State chambers of commerce are like yours to the extent 
they are not made up of individual firms or individual members, but 
the State chambers also are made up of organizations of chambers of 
commerce and boards of trade within the State. Am I right? 

Mr. Suormaker. Let me question my associate here. I could answer 
you with respect to New Jersey and New York, with which I am quite 
familiar. 

Mr. Waterman tells me his impression countrywide is the same as 
mine. In New Jersey our State chamber is made up not only of indi- 
vidual chambers, but a great many individual members. The great 
predominance of our membership in the State chamber of New Jersey 
involves individual businessmen and business firms. I think that is 
generally true, sir. 

Mr. Mutrer. In some of the same States you named, individual 
chambers of commerce, in the areas that are now areas where they 
still have large unemployment, have taken the position on this bill 
contrary to their State chambers of commerce, have they not? 

Mr. SHoemaker. Of course that is true, sir, and the democratic 
foundation of the United States Chamber, the Chamber of Commerce 
of the United States is duplicated in the State chamber organiza- 
tions. There is no reflection on an individual chamber who disagrees 
with the position the State chamber may take, sir. 

Mr. Mutrer. I would like to direct your attention to the fact that 
in almost every instance the cities you named that were able to do a 
job, as you say, on their own, each of those cities is still listed in 
statistics given to us by the Department of Labor as suffering con- 
siderable unemployment, ranging from 3 percent to 12 percent. 

Mr. SHoemakenr. Mr. Multer, I wonder if it wouldn’t be interesting 
to you and in answering this question, to know the extent to which 
areas have come out of this thing from their own efforts. 

Mr. Mutter. I am referring to those cities that you indicated to 
us that had done a pretty good job on their own in solving their 
problem, and I am indicating to you that they haven’t yet solved it, 
because I think you will agree that anything from 6 percent and over 
of employment is a very bad condition. 

Mr. SHormaxker. Lawrence, Mass. is one of them that I mentioned, 
Mr. Multer. 

Mr. Muurer. Yes, Lawrence, Mass., is in the 12 percent area. 

Mr. SHormaker. That is correct. 

Mr. Motrer. Of unemployment today. 

Mr. SHormaker. That is correct. The mayor of Lawrence testifies 
that it is not a financial problem with them. 

Mr. Mutter. That is one thing. It is not a financial problem. In 
other words, he has money with which to bring in industry ? 

Mr. SHorMAKER. Yes, sir. 

Mr. Mutter. But he still has his unemployment problem that hasn’t 
been solved. 

Mr. SHormaxker. That is correct. But this particular bill would 
not change that, would it, sir? 

Mr. Mutter. The point I am trying to make is this: We have got a 
very serious problem here. It needs solution. If this bill isn’t the 
solution, I think your chamber ought to come forward and tell us; 
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at least give us some suggestions as to what is the solution and not 
simply say, “This is a bad bill, we are opposed to this bill.” 

I think you ought to come forward—when I say “you,” I don’t 
mean you personally, but I mean the United States Chamber of Com- 
merce-——should come forward and say, “We recognize the seriousness 
of this situation and we think this is the wrong approach, but this 
is what you should do,” and give us your suggestions as to what ought 
to be done. 

Mr. Suormaxker. Mr. Multer, we are very much impressed with 
the fact that—may I just list a few of these cities that are now below 
6 percent in unemployment, that were in that area for a period of 
1% to 35 years: 

San Diego, Calif.; Bridgeport, Conn.; Muskegon, Mich.; Man- 
chester, N. H.; Toledo, Ohio; Winston-Salem, N. C.; Beaumont, Tex. ; 
Alexander City, Ala.; Gadsden, Ala.; Fort Smith, Ark.; Cedartown, 
Ga.; Cordele, Ga.; Burlington, Iowa; Brockton, Mass.; Milford, 
Mass.; Southbridge-Webster, Mass. Two of those are in the textile 
area. 

Joplin, Mo.; Paterson, N. J., a point on our own railroad that I 
am familiar with, and they have done a good job in bringing industry 
in there. Albuquerque, N. Mex.; Gloversville, N. Y., was in a de- 
pressed status for 42 months and they pulled themselves out of it. 
Hudson, N. Y.; Newcastle, Pa.; Williamsport, Pa.; Chattanooga, 
Tenn.; Knoxville, Tenn.; Newport, Tenn.; Clarksburg, W. Va.; 
Morgantown, W. Va.; Parkersburg—Parkersburg was for 44 months 
a depressed area; Kenosha, Wis. ; La Crosse, Wis. 

Now 

Mr. Mutter. I can’t follow you as fast as you have named those 
cities, but many of the cities you have named are just under 6 percent, 
so they would be taken from class D as set up in the Hueicetione 
of the Labor Department and put into class C. Most of the cities— 
I haven’t been able to follow you too closely as you read them. I 
tried to follow you. Some of them just fell out of the 6-percent class 
into the next class below, and they are between 3 and 6 and many 
of them are just under 6. 

Mr. Snormaker. You may be quite right. The reason we took 6 
percent 

Mr. Murer. You and I are in agreement they have done some- 
thing to improve their condition, but they have not yet solved it. 

Look at the great number of cities that are still over 6 percent. 
Look at the great numbers that are still as high as 12 percent. The 
point I am trying to make is what does your chamber suggest we 
do other than sit idly by? 

Mr. Suoemaxer. There are 19 major areas left in the last Depart- 
ment of Labor census. 

Mr. Mutter. What are we going to do with them ? 

Mr. Suormaxer. The thing we have recommended in our testi- 
mony here in this position is that we give every encouragement to these 
lecal areas, helping themselves. 

Mr. Mutter. The only encouragement you have referred to here 
is to pat the Commerce Department on the back for being ready to 
give some advice. That is all they have been able to do is give some 
advice. 
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Mr. Snoemaxer. They should be experts in that field. I assume 
they are, sir. 

Mr. Mutrer. I think we need more than advice here. 

Now, you endorse the principle written into the Employment Act: 

The Federal Government is committed to foster conditions conductive to 

high levels of employment. 
That is an exact quota from page 8 of your statement. I assume the 
United States Chamber of Commerce is committed to that. If you 
are, do you now say the Federal Government should only give lip 
service to that statement of principle or must we do something con- 
crete about it ? 

Mr. SuHoremaker. We are right down to the meat in this, I think, 
Mr. Multer. 

Is this a Federal responsibility or is it not a Federal responsibility ? 

We think not, sir. 

Mr. Mo ter. If it isn’t, then that principle that I have just quoted 
from your statement should be repealed. It should be taken out of the 
law, if the Federal Government isn’t committed to that principle, 
and committed to implement it with something concrete, then we are 
kidding the public of the United States and we ought to repeal that 
law or at least that part of it which sets forth that principle, which 
you say on behalf of your organization is good principle. 

Now, either we do something about it or we should tell the people, 
“We are going to wash our hands. The Federal Gov ernment, as such, 
should have nothing to do with this. This is your problem locally, 
the municipality and the.State. You go ahead and solve it. We in 
the Congress have nothing to do with it.” 

You don’t want us to t¢ ae that position ; do you? 

Mr. SHormaker. May I refer you to page 8 of my formal testimony 
this morning ? 

Mr. Mutter. That is what I just quoted from. 

Mr. SHormaker. At the bottom of the page at section D I pointed 
out, a more fundamental question is the long-term implications of this 
bill, that we are proposing to take away from individuals and com- 
munities the self- reliance, the resourcefulness that made this country 
great. 

Mr. Muurer. I take the third sentence of that very paragr ph : 
“The Federal Government is committed to foster ple 3 ns con- 
ducive to high levels of employment under the terms of the Employ- 
ment Act.” 

Maybe I misunderstand your statement. Does the chamber of 
commerce take the position that that is bad, and the Federal Gov- 
ernment should not be so committed ? 

Mr. Snormaker. We take the position that the Federal Govern- 
ment can do a great many constructive and suggestive th in ws, tech- 
nical services, and that sort of thing, without getting into the subsidy 
fields, sir. 

Mr. Mutter. In other words, it should do research and give advice 
and nothing more? 

Mr. SHormaker. Yes, sir; in this field. 

Mr. Mutter. Tell me, am I right in my recollection that in the 
days of the enactment of the W PA and the PWA legislation the 
United States Chamber of Commerce took a position, a very strong 
position against that legislation ? 
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Mr. SHoemaker. You embarrass me. I can’t answer that question, 
Mr. Multer. I just don’t know, sir. I was not active in the chamber 
at that time. 

Mr. Mutter. Check with them, if you will, and if my statement is 
incorrect, I want it corrected in the record. 

Mr. SHoemAKkenr. I will be very glad to. 

(The data requested above is as follows :) 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., April 26, 1956. 
Hon. Brent SPENCE, 
Chairman, Committee on Banking and Currency, 
Room 1301, New House Office Building, 
Washington, D. C. 


Dear REPRESENTATIVE SPENCE: During the testimony of Perry M. Shoemaker 
on behalf of the Chamber of Commerce of the United States on April 24, Rep- 
resentative Multer requested information on the national chamber’s stand on 
the Works Progress Administration. The information requested is as follows: 

The national chamber at first had no policy position with respect to the Works 
Progress Administration. In 1937 and 1938 chamber policy favored gradual 
elimination of work relief together with expansion of State and local vocational 
training. In 1939 for the first time, a policy declaration of the national chamber 
was devoted exclusively to WPA. This policy expressed clear-cut opposition 
to WPA. 

During Mr. Shoemaker’s testimony, several questions were raised as to the 
position of local chambers in depressed areas. As Mr. Shoemaker testified, local 
chambers are always free to express opinions which differ from those of the 
majority of national chamber members. In this instance, however, we would not 
wish to leave an impression that local chambers of commerce in areas of per- 
sistent and substantial unemployment are unanimously opposed to the national 
chamber’s view. Accordingly, we transmit the attached letter from the Chamber 
of Commerce of Salida, Colo., and respectively request this communication be 
made a part of the record of the hearings. 

Cordially yours, 
CLARENCE R,. MILEs, 


APRIL 19, 1956. 
Hon. J. EpoGAR CHENOWETH, 
United States Representative from Colorado, 
House of Representatives, Wushington, D.C. 


Dear JuvGe: The board of directors of the Salida Chamber of Commerce and 
the members of our legislative committee have studied the proposed depressed 
area bills very carefully. At their regular meeting held April 5, 1956, the board 
unanimously adopted the following: 

The members of the Salida Chamber of Commerce are aware of the depressed 
area bills; S. 2663, S. 2992, and H. R. 8555, and have read the statements pre 
sented by the Chamber of Commerce of the United States, in the Legislative 
Daily, dated March 24, 1956. 

Our membership is definitely inclined to agree with the policy of the United 
States Chamber of Commerce. As you know, Salida has been a so-called “de- 
pressed area” for the past 3 years in that our railroad shops closed; our mines 
had been closed; and our agriculture industry has suffered along with the rest 
of the farmers and ranchers in the United States. 

However, we did not appeal to the United States Government for aid. In- 
stead, the businessmen, who certainly stood to lose more than any others, banded 
themselves together and went out systematically after new business and industry. 
We took complete inventory of our natural resources and industrial possibilities: 
Wwe prepared special sales pieces, and then we sold our products. The results 
are now being noted, and we do not feel we are a depressed area any longer. 
We are stronger than we were 3 years ago because our people know their 
product, and are Selling it. 

We do not believe the United States Government should enter into any more 
support programs for industry other than the Small Business Administration. 
We respectfully offer this statement for such service as it may be to you. 

Very sincerely, 
CHaRLes L, THOMSON, Manager. 
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Mr. Mourrter. I say your chamber took the same position against 
WPA, PWA, all through the years, and objected to legislation being 
enacted. They took the position it was bad; we should get rid of it. 
One of the arguments at that time was that this would destroy the 
morale of the working people of the country; this would become a 
permanent institution of the country, and it would be very bad. 

Well, we know from history it didn’t destroy the morale of the 
country, or of the workingmen of the country. It sustained them 
and it has now gone by the boards, and we are not using it any more. 
But if we need a little PWA or WPA in these 19 major distressed 
areas and the 64 other areas, don’t you agree we ought to go in and 
try to help them? 

Mr. SuHormaker. Mr. Multer, by silence I don’t want to leave the 
impression that I agree with your statements about WPA. I can 
talk about that as an individual, not as a representative of the U. S. 
Chamber. 

Mr. Morrrr. As an individual, do you agree it did a good job? 

Mr. Suormaker. WPA started out with good intentions. The 
thought behind it was humanitarian, it was fine, and then it got 
very badly abused. 

Mr. Mutter. And necessary ? 

Mr. SHoremaker. I am not so sure of that, sir. I wish I could 
answer that. 

Mr. Murer. Would you say if we had it to do all over again you 
would not be for a WPA as a temporary emergency expedient ? 

Mr. Suormaker. Based upon our final experience with it, I would 
not be for it. 

Mr. Mvutrrr. Thank you, sir. 

Mr. Asner. IT have a questior., Mr. Chairman. 

The Cratrman. Mr. Ashley. 

Mr. Asniry. Mr. Shoemaker, my district is Toledo, Ohio, and I am 
therefore quite familiar with it. [ want to say I appreciate the nice 
things which you have said on behalf of the National Chamber of 
Commerce about Toledo, and the good labor relations which exist 
in that community. 

I must say, however, that I don’t think that the Toledo situation 
is an appropriate one for you to cite in connection with your opposi- 
tion to this legislation. For several years Toledo has had the best 
record in the State, and one of the best records in the Nation as far 
as days lost in strikes is concerned. A year and a half ago, just 
about 2 years ago, actually, unemployment in Toledo was high. Un- 
employment throughout the country was high. The entire Nation was 
in a state of recession at that time. But Toledo is not an economically 
depressed area. It never will be, for the simple reason that it 1s 
the hub of rail and truck transportation in the Midwest, it is the 
western terminus of the St. Lawrence seaway, it is a great manufac- 
turing center. We are, it is true, vulnerable to the automotive manu- 
facturing seasonal employment situation, but I think, as I say, 
Toledo can’t be cited with respect to this legislation as a community 
which is an area of either chronic or almost chronic unemployment. 

The areas that this legislation has specific reference to are the 19 
areas which you yourself cite in your earlier testimony. 

Now, your view seems to be that these areas must assume the re- 
sponsibility and draw upon their own resources to meet their own 
problems. Isn’t that correct, sir? 
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Mr. Suoremaker. Generally speaking; yes, sir. 

Mr. Asutey. We have had a good deal of testimony on this meas- 
ure from people who declare emphatically that financial resources tend 
to dry up and become unavailable in these areas; that the simple fact 
of the matter is that money isn't deposited in the local banks of these 
communities, and therefore the credit situation is extremely bad. 
People just can’t get loans. I am wondering how you explain your 
position on this, and I am genuinely interested. It seems to me you 
are trying to get blood out of a rock here. These are areas which do 
need money, which do need credit, and yet they are the very areas 
which by the nature of their depressed situation don’t have it. 

Mr. Suormaker. I appreciate the deliberateness of your question, 
Mr. Ashley, and it is a very thoughtful question. I will reciprocate 
if I may by giving you a somewhat extended answer, because I think 
it is awfully easy to feel that dollars as such are the answer to this 
problem. There is a lot more involved in business development than 
capital. 

{ am thinking of the many elements involved in business climate. 
A survey in Oklahoma developed this summary of what are the im- 
portant considerations with respect to business locations, to business 
expansion, to business being brought into that State, and seven things 
they came up with in Oklahoma were first, energetic people; second, 
efficient government; third, taxes; fourth, social progress; fifth, sound 
government, sound taxes; and lastly, active people. 

Now, in Maryland, nearby, the Maryland State Planning Commis- 
sion made a summary of location factors in establishing new manufac- 
turing firms in Maryland, and they came up with labor, living con- 
ditions, laws and regulations, and the tax structure, as being governing 
things. 

Sylvania Electric is one of the expanding large growth companies 
of the country, as it has gone into the electronic field, television, and 
radio, and so forth, and when they consider a new plant, a new loca- 
tion, they consider the caliber of people, recreational facilities in the 
community, the schools, the newspapers, the library, the columnists, 
»olice and health records, local spirit, whether it is a good family 

ocality or not. 

In can list several others. Hecla Consolidated Copper Co. and GE, 
that have a very similar list of things they consider with respect to 
business development. 

Mr. Asner. May I just interject, sir? 

Go ahead. I should let you finish, sir. I appreciate the point you 
are making. 

Mr. SHoemaker. What I am trying to say, Mr. Ashley, is that if 
the climate for business is good in a community, then there will be 
no basic difficulty in finding private funds to finance a worthwhile 
business in that location. ee, maybe the bank in that particular 
town has limited resources. Maybe you have to go to a larger city 
for financing, but it can be done and it is going on all over the country 
every day in the week. 

Mr. Asutey. Let me just say this: I appreciate the imagination 
which industry by and large is showing as proven by the criteria which 
you brought up. I believe that is true and I think that it shows a 
good deal more imagination than has been shown in the past. I might 
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just point out that the dollar is never far nor should it be from the 
foremost of those criteria. 

I have been working very closely with the Toledo Industrial Devel- 
opment Council, which is a nonprofit community type organization, 
which has as its principal objective the bringing of new industry into 
Toledo, and I have worked directly with some of the potential manu- 
facturers who are interested, who may be interested in coming to 
Toledo. Certainly they have analyzed the labor situation at Toledo, 
and the schools, and the housing possibilities, but they also want to 
know what kind of concessions they can get from Toledo in establish- 
ing their plant there. They are very interested in that, and rightly so. 
But that is not the last question that they ask, Mr. Shoemaker. That is 
about the first question they ask, and it is up to our community to pro- 
vide an answer, not New York. This is the experience I have had in 
the last year and a half. A month seldom goes by that I am not in 
touch with somebody directly who is interested in coming to Toledo, 
and those are the questions that they ask. 

We have had a good deal of experience with the Ever-Ready plant 
in Toledo, and they want to know just exactly what kind of a deal they 
can get. They are interested in concessions. Communities are bar- 
gaining one against the other for expanding industry and if you cannot 
compete, you are just not going to get that industry. 

Now 

Mr. SHoreMAKER. May I comment on that just a moment, sir, because 
what you are saying has a great many implications to it. Of course 
there is competition for industry in the country, and that is a part of 
our private enterprise system, I believe. I, too, have a great deal of 
personal association with industrial development. I have to have it. 
It is the lifeblood of our railroad. 

As anthracite coal production has gone down we have had to bring 
new industry to our territory, to get new business to replace anthracite 
coal, so we have had a tremendously selfish interest in this thing. 

Our experience is not that the majority of industry want some im- 
portant concessions, taxwise or plantwise or what have you. Our ex- 
perience is that about two-thirds of industry is sufficiently responsible, 
sufficiently capitalized that they will take care of themselves if they 
can find the right climate for plant location. 

Now, it is the remaining industry that tends to be a little bit mar- 
ginal that is involved in this tremendous competition with various 
communities trying to buy an industry from another one. We are all 
familiar, I think, with what has happened in the movement of some 
of the industry from New England to the South, where long-term tax 
advantages have been—tax deals, if you will—have been made, and 
other concessions have been made to induce industry to come down 
there, and that is a part of this competitive picture. It is going on 
regardless of depressed areas. 

I do not think the depressed area, as such, has got to get into this 
buying industry as extensively as some of our people feel that it is 
necessary. ce ‘ 

Mr. Asutey. I am simply pointing out again that it is a little diffi- 
cult for me to understand how we can ask a depressed area to assist 
itself entirely with the advice of the Commerce Department in a climate 
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which ié so highly competitive, along the competitive lines which we 
both agree upon substantially. 

Mr. SHormaker. It has been very hard for me to adjust my think- 
ing and it has been very disturbing to the people in the chamber, our 
economic policy committee, and others that have studied this thing to 
know how the Federal Government can help one section commercially 
and reject help to another one. 

Mr. Asuuey. Let me ask you this question: You said earlier that 
this bill does not create or provide facilities which otherwise would 
not have come into existence. 

Mr. SHoemMAKER. Someplace, yes. 

Mr. Asutey. I think that that is substantantially correct. This is 
not a bill designed to provide or create the wealth or the means of 
wealth upon which these facilities would come into existence in the 
first instance. But I think that we both would agree that we are 
living in an expanding economy, and it seems to me that this legisla- 
tion is no more than an attempt to meet the human problem of unem- 
ployment and dislocation by directing a part of the expansion of our 
economy and development to the areas which need it most. Would 
you agree with me? That is what this legislation is attempting to do 
and therefore I do not see that there is too much merit or reason for 
pointing out the fact that this bill does not provide facilities which 
otherwise would not have come into existence. 

Mr. SHoemAKER. I come back to the question that I just raised, Mr. 
Ashley: How do we justify the discrimination of the Federal Govern- 
ment helping one community and setting up a different competitive 
status for its industry than it does for a community next door that 
does not need that particular help ¢ 

Mr. Asniry. I think you have answered your question yourself. 
I think you justify it by the human consequences involved. Which 
would lead me to ask a question; namely, I wonder if the chamber has 
made any kind of specific study of the 19 chronically depressed areas, 
because it seems to me that the answer to your question might well lie 
in a firsthand examination of the human problems involved in those 
areas. 

In other words, if you are looking for a justification for the Federal 
Government giving more of a helping hand to depressed areas than 
to nondepressed areas, I think it would be found in the human con- 
sequences and circumstances involved and, if that is insufficient, then 
we simply disagree, but I do not quite see how we could completely 
and totally disregard the human consequences involved. 

Mr. Snoemaker. Is it not true, Mr. Ashley, that, if a particular 
area has a proper industrial climate, if it is economic for an industry 
to be located there, it can be done without Federal help? Is that not 
what has happened in the 20 or 30 cities that I named awhile ago? 
I know that it is happening in Scranton, and it has happened there. 
I know it has happened in Wilkes-Barre. Incidentally, Wilkes-Barre 
has a curious twist on this thing. Congressman Flood told me an 
interesting thing last week, that while that is listed as one of the de- 
pressed areas, yet Wilkes-Barre has a shortage of some 2,500 female 
workers at the present time. 

Mr. Mutter. If I may interrupt there, but the Department of Labor 
still lists it as a 12-percent unemployment area, Wilkes-Barre. 

Mr. SHoemaker. Yes. They have a shortage. 
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Mr. Mutter. That is among the highest in the country. 

Mr. SHorMAKER. They have a shortage of female help. 

Mr. Mutter. Twelve percent unemployment, nevertheless. 

Mr. SuHormaxker. A surplus of male help. That is right. It isa 
paradox. 

Mr. Asutey. I am not sure I would go along with your generaliza- 
tion. I do not think that it is valid to generalize from, let’s say, 25 
cities, which may or may not be in a particular economic situation, 
generalize over to 19 which are not in that particular situation. 

This legislation is directed to particular distressed areas and, as 
I understand it, Mr. Larson, in his testimony on this measure before 
this committee, indicated that, and he says: 

On the strength of the information we now have it appears that six major 
areas would qualify. These areas are: Terre Haute, Ind.; Lawrence, Mass. ; 


Johnstown, Pa.; Scranton, Pa.; Wilkes-Barre-Hazleton, Pa.; and Charlestown, 
W. Va. 


He says: 

The five other major areas may also qualify, and they are: Lowell, Mass.; 
Duluth, Minn.; Superior, Wis.; Atlantic City, N. J.; Asheville, N. C.; and Provi- 
dence, R. I. 

If these are the areas that we are concerned with, it seems to me 
that specific scrutiny should be given to these areas and to the economic 
problems with which they are concerned rather than generalizing 
from what is happening in other sections of the country. 

Mr. Mutter. Are you through? 

Mr. Asuiey. If you would care to respond to that, I will yield. 


Mr. SuHormAkeEr. I do not think we are generalizing, Mr. Ashley, 
as much as you imply. Our national chamber has had our own 
representatives at most of these areas. I am not sure it is true of 
all of them, but I know it is true of many of them. Now we look 
upon Scranton as being a depressed labor area from the standpoint 
of this survey, and Wilkes-Barre. Now I know personally that that 
is not a depressed area in the sense that many of us think of i igh 


sion. Very few families are without someone working. Maybe it 
is a son, maybe it is the wife, but there is employment there. There 
is no destitution, if you will. 

I am not applauding the fact that there isn’t enough employment, 
but I am saying that it is not a case where we have to pass out food and 
have breadlines and that sort of thing. They have done it by helping 
themselves. 

I don’t think this list of 32 cities that I named would have come 
out of this thing if they had felt that Uncle Sam was around the 
corner to take care of them. I do not think they would have used 
their own initiative and resourcefulness as they did. 

Mr. AsuiEy. You as spokesman for the chamber are opposed to 
both the administration bill and the Douglas bill ? 

Mr. SuHormaker. I testified against the Douglas bill, Mr. Ashley. 
ay frank to say I think that is much worse, in some ways, than this 

ill. 

Mr. Asutey. The chamber is against both measures. 

Mr. SuHormaker. That is correct, sir. 

Mr. Asutey. That is all. 

Mr. Mutter (presiding). Mr. Shoemaker, we will keep you just 
a few minutes longer, if you will, please? 
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I think 1 of the answers to 1 of the questions asked by Mr. Ashley 
is that it is no worse for the Federal Government to step in and sub- 
sidize or help a distressed area than it is for the Government to step 
in and subsidize or help the railroad industry, the shipping industry, 
or the airplane industry, or any of the others, or the farmers for that 
matter, or any other industry that we do subsidize. What difference 
does it make whether we are subsidizing a particular industry and 
helping it get over the hump, by helping it build up to prosperity or 
going in and helping a particular area? Is there any real difference 

Mr. SHormaxer. You are opening up quite a subject, Mr. Multer. 
In the first place, I would like to correct one statement. The railroad 
industry is not being subsidized. 

Mr. Mutrer. Not today; but would we have a railroad industry in 
this country today if we had not subsidized it? 

Mr. Suoemaxer. I think so. 

My railroad has never had a dollar of subsidy from the day of its 
existence. It is true that many of the transcontinental lines had land 
grants that have long since been paid back several times over. 

Mr. Mutrer. Without that initial subsidy they would never have 
gotten started. 

Mr. Suormaxer. Your shipping subsidy I think is tied into the 
national defense and the question of having a national merchant ma- 
rine, and that is a separate problem, if you will. 

Mr. Mutrer. You wouldn’t say we are not subsidizing the farmer? 

Mr. Suoemaker. I guess I am like many of you people. I wish I 
knew the answer to that problem. I would love to be helpful on it. 

Mr. Mutter. Suppose we come back for a moment 

Mr. SHOEMAKER. Subsidy in general, and I am quite serious about 
it; there are few cases where subsidy does not weaken the backbone 
of the recipients. Every alternative should be utilized in preference 
to falling back upon that expediency. 

Mr. Motrer. You think a subsidy weakens the backbone of any- 
one? Scholarship funds are subsidy. Those kids that could never 
have gone through college without those scholarship funds—I do not 
think we weaken their backbone. I think we make better Americans 
of them. That is subsidy. 

Mr. Suormaxer. Maybe there should be a distinction in this dis- 
cussion between personal subsidy and business subsidy then. I do 
not quibble with you on scholarships. 

Mr. Mutter. When you see a community that is striving to give 
employment to its people and hasn’t been able to solve the problem, 
you go in and give them a helping hand, whether it is called subsidy 
or anything else; I think it is the right thing for the Federal Govern- 
ment to do. We can differ. I can understand where we can differ 
on how we would do it, but I cannot understand our differing on the 
need for it being done. 

Mr. Suormaxer. I think we differ on whose responsibility it is, 
Mr. Multer. Take right here, a suburb of Washington, Arlington, 
Va. It had up a few months ago the question of school-bond issue. 
Now the voters in Arlington turned it down. Why? One of the argu- 
ments used against it was that there was a Federal-aid bill coming 
up in Congress that might possibly relieve them of that. responsibility. 
Now, where there is Federal help around the corner we do not help 
ourselves, 
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Mr. Mutter. On the other hand, New York State went ahead with 
its road program even though there was a highway bill pending. 
Now we are having trouble getting a provision written into the bill 
to get some portion of it back. Nevertheless, we are still going ahead 
with the program. 

Mr. SHoemaAkeER. New York State turned down a bond issue last year. 

Mr. Mutter, That is true. We are still going ahead with our high- 
way program. 

Mr. SHormaker. Some highway program, sir. 

Mr. AsHiey. What was the position of the chamber on fast tax 
writeoffs for industries in depressed areas ? 

Mr. Suormaker. Let me ask my associate here because I cannot an- 
swer from my own knowledge. 

Mr. Mutter. I think the fast tax writeoffs were not limited to de- 
pressed areas. 

Mr. Asutey. I think not. 

Mr. Suoemaxer. The board of the chamber considered this, and 
thought it was a reasonable procedure for defense purposes. 

Mr. Asutey. It is a form of subsidy though, isn’t it? 

Mr. SHoemakenr. Is it? I think that is a very real question, Mr. 
Ashley. After all, tax amortization is tax deferral. It is not tax 
elimination. It is not tax reduction. 

Mr. Asutey. I appreciate that. The companies come out ahead over 

20-year period with the fast amortization; or don’t they ? 

Mr. Suoemaker. I think that remains to be seen in a good many 
cases. 

Mr. Mutter, Has the chamber taken a position against Federal aid 
to education? I know the New York State chamber has. My answer 
to them was New York State is rich enough—and I am a New Yorker 
as you know—is rich enough to help itself and the other poor States. 
We ought not to take a selfish position that we should not help those 
States that need the help. 

I wonder, has the United States Chamber of Commerce taken a 
position on Federal aid to education ? 

Mr. SHoemakeR. We have taken a position in opposition to it. 

Mr. Mutter. At least you are consistent. 

Mr. Suoremaker. I hope so. 

Mr. Mutter. Tell me this, Mr. Shoemaker: When was it that the 
D. L. & W. Railroad moved its Buffalo plant to Scranton and its 
Jersey plant to Scranton ? 

Mr. SHoEMAKER. We moved our Kingsland, N. J., shops to Scranton 
about 8 years ago. 

Mr. Mutrrr. And the Buffalo shop? 

Mr. Suoremaker. The Buffalo shop we partially moved to Scranton 
about 5 years ago. 

Mr. Mutter. About how many people were employed in the Buffalo 
shop and how many in the New Jersey shop? 

Mr. SHorMAKER. We still have about 300 in the Buffalo shop and we 
had about 450—I am giving you my rough recollection of that now, 
sir. At Kingsland we had about 175 people at our peak. 

Mr. Mutter. About how many were employed in Buffalo before you 
moved a part of it to Scranton? : 

Mr. SuHormaker. About 450. 
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Mr. Mutrer. The reason I ask those questions is that it points up 
one of the dangers of a bill of this kind. In Buffalo and in Jersey we 
had unemployment. Scranton had much more unemployment. You 
did not expand your plants, but you moved them from one area to an- 
other. 

Mr. SHormaxer. That is correct. We consolidated them. 

Mr. Mutrer. One of the things we have touched on during the 
course of the discussions on this bill is how we could prevent a plant 
moving from one area where there was a good employment ciomdit iaie 
or conditions to another where there was considerable unemployment, 
which would probably mean a large saving in payroll, but at the same 
time would create a bad condition in the area that they were leaving. 

Mr. SuHormaxer. As I pointed out in my testimony, we think that is 
a terrific problem and one awfully hard for Government to defend 
if it does it and finds it has made a misstep on it. 

Mr. Mutrer. You cannot stop private industry from doing that on 
their own, but certainly I do not think the Government ought to help 
private industry to do that. 

Mr. SHormaker. That is our belief, sir. 

Mr. Murer. What were some of the reasons for your moving into 
Scranton ? 

Mr. SHorMaAker. You mean consolidating our operations there? 

Mr. Murer. Yes. 

Mr. SHormaker. Mr. Multer, Scranton is the heart of the Lacka- 
wana Railroad ina sense. It is the largest city that we serve between 
New York and Buffalo. It was a sore spot. Anthracite production 
was going down steadily, even during the war. It was a surplus labor 
area. During the war we ran into shortages of manpower at Buffalo. 
We had never had a shortage at Scranton. 

In addition to helping ourselves to strengthen the Scranton area, 
contributing to our movement from New Jersey, was our high tax 
situation, there on the particular property that we have since turned 
over for industrial usage. 

I do not at all want to leave the impression that it was a gratuitous 
gesture for no other purpose than to help Scranton. That was very 
important in our consideration. 

Mr. Mutter. I did not intend to intimate that. Iam sure that your 
company did it because all of the considerations pointed to the fact that 
that was the right thing and the good thing for your company to do 
from its own standpoint or its own viewpoint. 

Thank you, Mr. Shoemaker. You have been very kind, and we ap- 
preciate your coming here and giving us your views. Unless there is 
something else you care to add, the committee will stand in recess 
until tomorrow at 10 o’clock. 

Mr. SuHoemaxker. I would merely like to say on behalf of the cham- 
ber and myself that we appreciate the courtesy of the committee and 
yourself, sir. 

(Whereupon, at 3:40 p. m., the committee adjourned to reconvene 
at 10 a. m., Wednesday, April 25, 1956.) 
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WEDNESDAY, APRIL 25, 1956 


House or REPRESENTATIVES, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 o’clock a. m., the Honorable Brent Spence, 
chairman, presiding. 

Present: Chairman Spence (presiding), and Messrs. Brown, Pat- 
man, Multer, O’Hara, Mrs. Griffiths, Messrs. Vanik, Healey, Betts, 
Mumma, McVey, and Nicholson. 

The CHarrman. The committee will be in order. 

We are honored today by having with us a delegation from our 
good neighbor, Italy. 

There is an expanding world economy, in a world that is growing 
less in distance all the time. The remotest sections of the world are 
now neighbors. 

We are jointly interested in solving the problems that are presented 
tous today. The United States wants nothing that any other Nation 
has. We strive for their peace and happiness because we know their 
peace and happiness means our peace of mind and happiness. We are 
interested in your solving your problems. We are interested in your 
people being employed, not only because it means so much to you but 
it also means much to us. We value the traditional friendship which 
has existed between our two nations, and we want it to grow stronger 
and we hope together we may solve this problem. It is not only an 
American problem but a world problem, and we must solve it together. 

We thank you for coming here, and we hope your visit will be happy 
and result in much good to yourselves and your nation and we want 
you to know we are glad you are here this morning to help us work out 
this problem. 

Our first witness today is a friend of mine. He is the chief officer— 
was for years, of the CIO in the State of Kentucky and because of his 
ability and his services he has been stationed here and has an important 
position in the AFL-CIO. 

He is a man we all respect. He is a man who has done what he 
could for the good of his people and the good of the community where 
he lives, and I am glad that he can come here and testify, to the con- 
ditions in the State of Kentucky where he lives and where he is an 
honored and good citizen. 

We have Mr. Al Whitehouse as the first witness. 
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STATEMENT OF ALBERT WHITEHOUSE, DIRECTOR, INDUSTRIAL 
UNION DEPARTMENT, AFI-CI0O, ACCOMPANIED BY OSCAR JAGER, 
DIRECTOR OF THE PUBLICATIONS AND PUBLIC RELATIONS 
DEPARTMENT, AND FRANK FERNBACH, ECONOMIST, AFL-CIO 


Mr. Wurrenouse. Thank you, Mr. Chairman and members of the 
committee. 

My name is Albert Whitehouse. I am director of the industrial 
union department of the American Federation of Labor and Con- 
gress of Industrial Organizations. 

This department is an arm of the AFL-CIO, operating under rules 
consistent with the purposes of the parent body to promote the in- 
terests of industrial unions. Seventy-two AFL-CIO unions are, in 
whole or in part, affiliated with the department for a total member- 
ship in excess of 7 million. I would like to thank the members of 
this committee for their kind consideration of our views. 

I have with me two of my associates. On my right, Mr. Oscar 
Jager, who is director of our publications and public relations depart- 
ment, and Mr. Frank Fernbach, an economist with the AFL-CIO. 

The CHarrmMan. You may proceed as you please. 

Mr. Wurtrenouse. Thank you. 

The Cuarrman. If you have a written statement, you may read it 
without interruption, if you desire. 

Mr. Wuirenousr. The industrial unions of the AFL-CIO have a 
deep and abiding concern with the problem of distressed areas. Our 
unions are directly affected by the unemployment that persists despite 
current general prosperity and which reflects itself most disastrously 
in the distressed areas. Existence of these areas adversely affects our 
ability to carry out our collective-bargaining functions. More seri- 
ously, however, they create among our industrial workers acute suf- 
fering and hardship not of their making and certainly not of their 
asking. 

The United States Department of Labor still lists 19 major labor 
markets and 64 smaller labor markets as areas of substantial unem- 
ployment. In each of these areas, therefore, over 6 percent of the 
total number of available workers are unemployed. Unemployment 
in 10 of these major areas has exceeded 10 percent in the past year, 
according to United States Department of Labor statistics. In 
Lawrence, Mass., unemployment a year ago was 22.6 percent of the 
total labor force and in Johnstown, Pa., it was 20.6 percent. Con- 
ditions like this ery out for constructive relief measures since, like 
polio, they could be catching. 

Latest figures on employment and unemployment indicate that 2,- 
834,000 workers are currently jobless despite a March rise in employ- 
ment of half a million. The number of jobless declined by only 80,000. 
Unemployment in America has consistently ranged between the 2 mil- 
lion and 3 million mark even during our greatest prosperity. This, in 
part is due to the unsolved problem of the distressed areas. There is 
little doubt in my mind that we will continue to be plagued with such 
statistics while we fail to resolve this distressed area problem. 

All 19 of the major distressed areas have been troubled by depres- 
sion conditions for a year or more. Ten have suffered such conditions 
since 1951 or before. What is true of the major areas is also true of the 





AREA ASSISTANCE ACT OF 1956 275 


smaller areas. Whether a community is large or small, chronic un- 
employment is one of the worst horrors that could be inflicted upon it. 

I speak to you today as one who has seen in the recent past the 
results of chronic unemployment. I am, at the present time, also 
president of the Kentucky Industrial Union Council and I am also 
director of District 25 of the United Steelworkers of America which 
centers in the Cincinnati area. 

My work has taken me into coal mining towns of Kentucky and West 
Virginia. I have seen the deterioration that sets in after industrious 
men have been without work for idle months. I have seen what 
happens to the families of these men. I have seen what happens to 
the pride and to the spirit of these God-fearing Americans. I would 
not wish such a fate upon anyone. Hundreds of thousands of Amer- 
icans, who cannot understand why, are being condemned to mental and 
spiritual decay by the ugly dry rot of involuntary idleness. 

This problem cannot be seen in economic terms alone, although this 
appalling waste of human resources has already cost billions. This is 
a social problem that will weaken the moral fiber of America unless 
intelligent action is taken to end it. It is above all else a problem 
of individual human beings who feel forgotten and unwanted in a 
land where so many have such great prosperity. 

Imagine, if you will, looking out your door upon the America of 
today and knowing that you have no real share in it. Imagine a 
world in which you must skimp upon the cheapest grades of food, or, 
perhaps, exist upon public relief. Imagine watching your house and 
your community deteriorate before your eyes. Imagine the strains 
and stresses of family life and even contempt from your children. 

I have seen these things take place in today’s America. I have 
talked with jobless miners and with jobless textile workers. I know 
that these men and women want to become an accepted part of our 
national community and that they are willing to work hard to earn 
their keep. These citizens now look to their Government to help them 
to help themselves with measures that will provide gainful employ- 
ment and the creation of wealth for all. 

Today’s chronically depressed area is no longer the result of the 
depletion of natural resources. These areas are not frontier towns 
built to last for the duration of a “gold rush” or some similar tempo- 
rary activity. These distressed areas include such cities as Lowell, 
Providence, Terre Haute, Durham, and other substantial cities. Ob- 
viously, the answer to the problems of these communities cannot be 
answered by any mass migration from them. Nor, for that matter, 
can the problems of smaller surplus labor market areas. Such migra- 
tions would cause a new problem for every one they might solve. 
They would bankrupt eet business, cause problems of housing and 
schooling and cause the unnecessary decay of modern cities. Within 
these communities there are housing facilities, schools, and, often, 
unused manufacturing plants. We urge the Congress to keep these 
facilities useful for all of our citizens. 


Today’s distressed areas are attributable to such things as changed 
technology, shifts in markets, the pirating of plants, and the develop- 
ment of new substitutes for yesterday’s staples. 

The unemployed miner of Kentucky or West Virginia, the textile 
worker of New England, or the Pennsylvania railway worker has 
definite skills and roots. He has a home which he cannot easily sell 
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in an already distressed area. He fears that he cannot easily get work 
elsewhere and he usually hasn’t the finances to move his family about. 
He lacks training and skills to become other than an unskilled worker 
in another locality. He fears also that he may lose public-assistance 
grants or unemployment insurance by moving. Some other member 
of the family may have either full or part-time employment and this 
may serve as a major consideration in any decision of whether or not 
to move. 

There are few in public life who today, after years of experience 
with this problem, now deny its existence. There are some, however, 
who would deny the full substance of the problem. This group seeks 
to deny to the Federal Government its proper responsibility for the 
welfare of its citizens. The answer supplied by the group for a prob- 
lem of national proportions is total reliance upon local self-help; so- 
called Operation Bootstrap. 

The unions of the industrial union department of the AFL-CIO 
would be the last to deny the value of self-help or “bootstrap” opera- 
tions as one part of the answer. IUD unions and their locals have 
assisted in such programs and have cooperated in them. Our object 
has been, and it will continue to be, to get our people back to work in 
these areas at gainful employment paying a decent living wage. 

But experience has already proven that “bootstrap” is not the real 
answer. Local redevelopment schemes generally have failed to supply 
full and permanent employment for workers in distressed areas. Such 
programs have been diligently carried on in such communities as 
Lawrence, Mass., and Scranton, Pa. Year after year, however, these 
areas have reported a serious labor surplus. 

The distressed-area problem is nomore local than is a flood disaster. 
Merely because flood suffering is localized, we do not deny Federal 
aid to flood victims. Nor would we so restrict Red Cross aid. The 
problem of human want affects all of us, and none of us can deny our 
responsibility. 

I am very happy to note that the administration view of this prob- 
lem has shifted. Up to a year ago the administration stressed local 
action as the solution. In 1956, President Eisenhower’s Economic Re- 
port pointed out that the problem of distressed areas is a matter for 
national as well as local action. 

The industrial-union department of the AFL-CIO is highly pleased 
with this position. We salute all efforts to secure Federal assistance in 
this area. We are especially happy to note that this change in posi- 
tion is reflected in the cosponsorship by 26 Republicans of the admin- 
istration’s Area Assistance Act of 1956. 

Hearings of this committee are helping substantially to define the 
kinds of assistance that will supply an effective answer to the problem. 
They are most certainly helping all concerned to determine what spe- 
cific Federal assistance will be most lasting and most beneficial. 

Financial problems of the States and localities—especially in dis- 
tressed areas—point up more sharply than ever the need for Federal 
grants and loans. But these alone are insufficient. A coordinating 
center is required to insure effective planning and integration. Tech- 
nical assistance is needed to assist localities to evaluate resources and 
potentialities. The use of Federal tax incentives as a means of at- 
tracting new industry to distressed areas should not be overlooked. 
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Worker retraining for new industry is essential to successful rehabili- 
tation. Measures must be provided to prevent the mass migration of 
runaway shops to distressed areas because of financial or tax aid, since 
such migration will inevitably cause more problems than will be 
solved. Government purchasing power cannot be overlooked, since 
the effective utilization of Government procurement can do much 
toward revitalization of the distressed areas. 

The need, then, is an integrated and broadly conceived program 
having central coordination and able to pull together the many diversi- 
fied parts. This, it would seem to us, means the establishment of a 
Federal agency designed to cope successfully with this many-sided 
problem. Such an agency should be charged with the responsibility of 
coordinating existing types of aid to business, State and local govern- 
ments, and to individuals in need; as well as the overall administration 
of other aspects of the program. 

The present pibartisan support for a program of Federal assistance 
points up the growing recognition of the need. The American Fed- 
eration of Labor and Congress of Industrial Organizations, by reso- 
lution at its founding convention this last December, noted : 

“Federal assistance should include the establishment of a central 
coordinating agency to assist distressed areas, and the inauguration of 
a comprehensive program of technical aid, public contracts priorities, 
loans and amortization benefits for new and expanding enterprises, 
public works grants, vocational retraining, and supplementary com- 
pansation for displaced workers. This program should be geared 
exclusively to the needs of substantial labor areas and its benefits must 
be specifically denied to any employer who undertakes to close or 
curtail his operations in one community in order to seek special ad- 
vantage in another.” 

TheAFL-CIO unions of the Industrial Union Department are those 
most vitally affected by the distressed area problem. We seek, there- 
fore, that kind of Federal assistance that will most closely realize the 
AFL-CIO objectives. These objectives, in our view, are consistent 
with the interests of the Nation and the distressed areas and, there- 
fore, consistent with the interests of our members. 

This committee has before it various proposals for alleviation of the 
problems of the distressed areas. The view of the administration, 
apparently, is most closely approximated in H. R. 8555. 

There are also before this committee H. R. 10472, introduced by 
Congressman Gray, and H. R. 10443, introduced by Congressman 
Thompson. Title II of these bills contains most of the features of 
the bill introduced in the Senate by Senator Douglas, except for that 
part dealing with tax incentives and other tax legislation. ‘Title I 
of the Thompson bill, however, contains proposals included in both 
the administration bill and the Gray bill. 

Tax legislation has been omitted from the legislation now before this 
committee because such legislation would appropriately come before 
the House Ways and Means Committee. Any consideration of the 
depressed area problem would not be complete without inclusion of tax 

features. It is the hope of the Industrial Union Department that 
such features will be incorporated in any final legislation placed be- 
fore the House. Because the tax feature is so important to an inte- 
grated attack upon the problem, we ask the indulgence of the com- 
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mittee to permit inclusion of this matter in our presentation of the 
overall problem. 

We consider the proposals of the administration, as contained in 
H. R. 8555, a beginning toward solution of the problem. However, 
we consider these proposals inadequate and insufficient. The view of 
the industrial union department is consistent with the view of the 
AFL-CIO, which has already been presented to this committee by 
AFL-CIO legislative representatives and technicians. We view the 
proposals contained in the Gray-Thompson bills to be a considerably 
more effective and practical program for elimination of distressed 
areas. We would hope, however, that the best features of both sets of 
proposals would be included in any final bill. 

The administration bill would place the depressed area program 
within the Department of Commerce. We are most emphatically 
opposed to this proposal because the Commerce Department is only 
one of several departments and agencies having concern with the prob- 
lem. Further, the very functions of the Commerce Department tend 
to incline it to a business viewpoint. An unbiased and constructive 
administration of the law, it would honestly appear to us, would re- 
quire an soi yma agency as proposed in the Gray-Thompson bills. 

We urge the Congress to include in any final legislation amend- 
ments to the tax laws of the kind proposed by Senator Douglas in 
S. 2663, now before the Senate Subcommittee on Labor and the Public 
Welfare. Existing tax incentives now are confined solely to con- 
struction of defense related projects. It is our view that the accel- 
erated tax amortization feature provides one effective means of bring- 
ing new and expanded enterprise into chronically depressed areas. 
Safeguards must, of course, be written into the law to prevent abuse of 
this privilege and a mass migration of runaway shops into distressed 
areas. 

H. R. 8555 would authorize only $50 million in Federal funds for 
construction loans to assist in bringing new enterprise into distressed 
areas. This is woefully inadequate when the magnitude of the prob- 
Jem is considered. The Gray-Thompson bills provide a much more 
realistic $100 million without debilitating restrictions on use which 
would inhibit the intent of the legislation. The Gray bill would 
authorize loans up to two-thirds of construction cost for as long as 
40 years. H. R. 8555 would limit Federal loans to 25 percent of con- 
struction cost for a maximum period of 20 years and would require 
that a State or local development agency supply 15 percent of the 
cost. The industrial union department must place a “too little and too 
late” tag upon this administration proposal. 

Any comprehensive program requires the inclusion of public works 
construction, such as waterworks, roads, and sewerage facilities es- 
sential to industrial development. H. R. 8555 is strangely silent on 
this matter ercept that it would give priority to these areas in the use 
of urban renewal funds now authorized under programs of the Hous- 
ing and Home Finance Agency. The Gray bill would provide $100 
million in Federal loans and grants for these purposes. We urge 
inclusion of this latter Pa in any final legislation. 

There is no proposal in H. R. 8555 for more effective utilization 
of surplus foodstuffs and other commodities to those in distressed 
areas who badly need a more effective distribution program. We 
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— the Gray-Thompson proposals for an improved set of pro- 
cedures for processing and distributing surplus farm products now 
held by the Federal Government. Such utilization will assist the 
American farmer. Certainly, all Americans today are agreed that 
such surpluses should be 8 in part, to feed the hungry and it is our 
fervent hope that Congress will see fit to include such features in any 
final legislation. 

The gearing of Federal procurement policies to the elimination of 
unemployment in distressed areas make good sense from both a social 
and economic point of view. The Federal Government is today a 
major customer for the goods and services produced by our people. 
The potentialities of Federal procurement, therefore, cannot be ig- 
i in the establishment of national social policies. We are disap- 
pointed that the administration bill does not provide for utilization of 
Federal procurement possibilities. We urge inclusion, therefore, of 
Gray-Thompson proposals for alleviation of unemployment in dis- 
tressed areas through effective use of Federal procurement. 

H. R. 8555 expresses its support for retraining of the unempleyed 
in distressed areas to fit them for new jobs. Unless this is done, large 
areas of dislocation will continue to exist despite other aspects of the 
problem. Unforunately, the administration bill fails to authorize 
financial support for the unemployed during retraining periods. 
The Gray bill merits our support in this respect since it would pro- 
vide Federal aid through supplemental unemployment compensa- 
tion payments to trainees. Only through such a retraining program 
can older workers, who are major sufferers, qualify themselves for 
new jobs resulting from the program. It is our hope that this feature 
will be included in legislation adopted by the Congress. 

We consider one aspect of the administration Dill especially self- 
defeating. This is the requirement that all local loan applications 
must first be processed through State agencies or authorities. This 
will inevitably create inflexibility and interminable delay. Many 
States cannot, or will not, properly implement loan applications or 
other applications for aid. 

This requirement could cause the whole program to bog down. 
While we support and applaud action at the State level and joint 
State-local action, we cannot see how such a proposal will facilitate 
this. nor do we see where the administration requirement would nec- 
essarily encourage the States to assume the kinds of initiative required 
for a successful attack upon the problem. 

The AFL-CIO, in previous testimony, has offered criticism of 
certain technical features of the Gray-Thompson bills. While we gen- 
erally support the Gray-Thompson proposals in preference to those 
contained in H. R. 8555, we are in complete agreement with the criti- 
cisms and suggestions already offered here by AFL-CIO spokesmen. 

Both political parties are pledged to elimination of our distressed 
areas. ‘The industrial union department joins with our parent AFL- 
CIO in urging maximum bipartisanship in working out a program 
that will accomplish this i We are confident that this committee 
has a full and sympathetic understanding of the need and we are sure, 
therefore, that an effective bill will be reported as a result of the 
committee’s deliberations. 

In closing, I would like to reemphasize several points: 
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One, the dire need and the fact that one must have experience in 
being hungry or unemployed before he can really have a full appreci- 
ation of what one goes through when he is unemployed. It is hard 
to read about it and fully understand that problem unless you have 
been hungry, looking, ready, willing, and able, anxious to work, and 
to earn a living, and can’t. If you have gone through that, then one 
has a greater appreciation of how this strikes at the very bedrock of 
our Nation, the American home. 

I just finished attending a national study conference called by the 
Department of Church and Economic Life of the National Council 
of Churches of Christ in America. It was held in Pittsburgh April 
12 to 15, inclusive, of this year. There we were studying, strangely 
enough, this new economy or new aids of abundance that we find our- 
selves in, and the paradox of hunger and misery of large groups here 
in America, in the very midst of this much vaunted abundance that 
we are having, and the result of that, some 400 economists, laymen of 
all groups and walks of life, a cross-section of our economy in America 
and churchmen, gathered there under the auspices of the National 
Council of Churches in America, was to point up our grave respon- 
sibility in this economy of abundance that can best be exemplified by 
the statement: “To whom much has been given, certainly much will 
be asked.” 

We have a greater responsibility than ever now and that fits the 
distressed area problem very very emphatically, it would seem to me. 

Finally, there certainly can be no question in anyone’s mind that 
this is a national problem in that statistics already given to this, and 
presented to this committee, show that the distressed areas are a prov- 
lem that exist in more than half of our States and certainly it is 
national in scope, and the fact that the administration and the Demo- 
cratic Party have both publicly admitted it, too, with bills now being 
considered, certainly would remove any doubt in anyone’s mind that 
this a problem that the Congress must address itself to in this age of 
abundance that we now have around us. 

Thank you. 

The CuHairman. Thank you, Mr. Whitehouse. You have made a 
very excellent statement. 

It has been suggested by at least one witness that maybe the solution 
would be mass migration from these affected areas. 

It seems to me that that would add punishment to misfortune. I 
am quite sure the people of eastern Kentucky who have shown how 
much they value their homes by their offers to defend them when war 
approached us, because there has never been a draft in that country— 
they volunteered far more than the quota required—would not accept 
that with very much pleasure, because they are an ancient group who 
have come here and there has been little change in them and they value 
their homes, their humble homes, and their forest lands and their 
churches and the graves of their forefathers, and to tell them that they 
ought to leave in great numbers, to seek employment elsewhere, I think 
is a poor solution of this question, don’t you ? 

Mr. Wurrenovse. I agree most heartily with you, Chairman Spence. 

The Cuatrman. There is a provision in this bill that 15 percent of 
the amount of the construction loans must be raised by the ical com- 
munities in the distressed areas. 





AREA ASSISTANCE ACT OF 1956 231 

Now, for instance, if there Was a plant that needed a million dollars, 
the Government would lend $250,000. The local subdivision would 
be required, or the local interests there, would be required to furnish 
$150,000, and that is a condition precedent to getting the Government 
loan. 

In these depressed areas I imagine not only the people are out of 
employment but industries are depressed. 

Don’t you think it would be difficult for them to get the loan required 
locally in order to be able to get help from the Government ? 

Mr. Wuirenovuse. It most ‘certainly would, and that is one of the 
features that we object to. I would like for my associate, Mr. Fern- 
bach, to address himself, if you don’t mind, to a few of the technical 
aspects of that particular problem that you have raised, Mr. Spence. 

The Cuarrman. You may do that. 

Mr. Fernsacn. Mr. Chairman and members of the committee, the 
limitations of finance and otherwise of these local areas of distress, 
or as the chairman so correctly stated, the very reason why outside 
aid is so critically necessary, I understand a later witness this morning 
comes from Wilkes-Barre, one of the communities that has been 
stricken for many years with substantial and continuous unemploy- 
ment. He will talk to you about the local effort which has been 
valiant, and I am proud that organized labor, with management, with 
community leaders, have taken part in that effort and in large measure 
it is a glorious chapter of a desire, a determination of local citizens 
to attempt to lift themselves by their own bootstraps, but despite 
this effort. of several years duration, much publicized, every single 
listing of chronically distressed areas continues to include W ilkes- 
Barre, even though citizens from their own pockets voluntarily have 
raised several million dollars I understand to help bring plants in 
and in degree have succeeded. This shelf of unemployment still 
continues, 

Now, we do not feel happy about the provision of the Administration 
bill which is before you that only, I believe, 25 percent of the total 
cost of a loan for new construction in these distressed areas may be 
granted by the Federal Government. We tend to favor—we do em- 
phatically favor—the more flexible and liberal provision of the Gray 
bill and the Douglas bill in the other House which would allow the 
Federal Government to grant a loan up to 6624 of the cost of new con- 
struction, not assuming that in all cases that much would be required. 

I think our support. runs to the observation of the chairman that 
it is indeed true that it is in these distressed areas particularly that 
linancial aid is needed, and while it might be deemed wisdom that 
there be an expression, both in spirit and in financial effort, by the 
local community, and that effort is being made in Wilkes-Bar re—I am 
sure in Lawrence, in Lowell, in many “of these other communities— 
that there be a larger area of aid from the Federal Government, and 
we prefer the Gray bill approach, which would allow that larger aid. 

Mr. Mumma. Mr. Chairman, I might ask the question: 

Has Wilkes-Barre actually lost an industry by not having the 
finances to build factories ? 

Mr. Fernpacnu. I will not speak for Wilkes-Barre. 

Mr. Mumma. You were talking about Wilkes-Barre, primarily. I 
don’t know. I am just asking vou the question. 
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You made the statement that this money had to be forthcoming 
and my point is, I don’t believe in central Pennsylvania they are 
losing the industries by not having the money to build the factory. 

Now, you take at Hazleton, which is not far from Wilkes-Barre, 
there is plenty of square footage in the old Duplan building, and I 
know in Lancaster and York there has been plenty of development 
and never a question of money. 

In the coal regions, the Lehigh Valley Coal Co. and different ones 
are putting their capital in industries like this, going into the air- 
conditioning business and various items. 

I am raising that point. I don’t believe that the money or neces- 
sary capital is a big feature. 

zife insurance companies will finance 100 percent of a deal to build 
a factory. 

Mr. Fernsacu. I am glad you raised that, sir. May I speak in 
answer to your question ? 

Mr. Mumma. Yes. 

Mr. Fernsacu. The problem, of course, in areas of Pennsylvania 
that dominates is not the removal of plants of the past but declining 
coal mining as an employer. 

Mr. Mumma. That is correct. 

Mr. Ferneacu. There are special problems in some areas of Penn- 
sylvania, such as Altoona, where you have a special problem growing 
out of the dieselization of the railroads. The situation is documented 
for Wilkes-Barre and Scranton through a special field hearing of the 
Senate Labor Committee in that community. 

In noting that testimony, we found almost universal support from 
all elements of the population for the loan provisions of the admin- 
istration bill, and even the broader provisions of the Gray and the 
Douglas bills, because of a great feeling that unless an inducement 
was provided in that community, as in many others, to the building 
of plants, with a provision for improved public facilities, they would 
not be able to bring industrialists into the community for the purpose 
of expanding job opportunities. 

Mr. Mumma. You said “public facilities.” What did you mean by 
that; sewerage ? 

Mr. Fernzacu. It is not enough to have a plant, even though brand- 
new and shining; there must be sewerage and water facilities. 

Mr. Mumma. There is a Federal program whereby they can get 
that now. 

Mr. Fernpacu. I don’t want to extend my answer, sir, because it 
could go in many directions. It is the feeling that the bills before 
you have provision to assist these communities in that particular 
respect. 

Mr. Mumma. I don’t think the administration would write a bill 
leaving things out that would make it impossible for it to work. It is 
in there; all these features are in there to make it workable. 

Mr. Fernsacu. I am sure, with the bills before you, sir, there is 
within all of them a group of excellent proposals which this committee 
in its wisdom will review and from which they will extract a workable 
program. One final answer to your question: 

With regard to insurance companies, I would suggest that you might 
find profit in reviewing the testimony of Mr. William Batt, who is a 
national leader in the field of redevelopment and is the secretary of 
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the Redevelopment Council of Toledo, Ohio, where they have been 
undertaking an outstanding job. 

Mr. Mumma. Will the insurance companies finance it? 

Mr. Fernpacu. He has declared in testimony I heard him give to 
the other House and before other bodies of the Congress, in answer 
to the question of the role of the insurance companies, that the insur- 
ance companies because of the nature of their public trust are very 
limited in the degree to which they can engage in the investment of 
risk capital. 

Mr. Mumma. That is so far wrong it isnt’ even funny. The insur- 
ance companies are the most active in putting out mortgage money 
now. 

Mr. Fernpwacn. Yes, sir. 

Mr. Mumma. I am talking firsthand. I am not talking about what 
somebody else told me. I have a proposition, or my son has now, 
where the insurance company has just coaxed him to give 100 percent 
of the mortgage. 

Mr. Fernsacu. I won’t argue that point. Perhaps I am incom- 
petent to do so. 

Mr. Mumma. I am speaking firsthand. I know the Prudential peo- 
ple in Harrisburg; they have a mortgage company there, and they are 
making all kinds of efforts to put out money. They are not putting 
it out foolishly. It has to be sound. You would probably have to 
have a triple-A rating on a firm to get a 100-percent mortgage and a 
10-year lease, but it still is possible. 

Mr. Fernzacn. I just cite for the record, because it does conflict 
with your conclusions, sir, from another person who is similarly a 
responsible and authoritative spokesman. 

Mr. Mumma. I don’t have a name card, and so I can’t be an expert. 

Mr. Fernsacu. Mr. Batt’s testimony of his experience in Toledo, 
where they have succeeded in building 4 or 5 plants, is that Federal 
aid is needed for loans, that the insurance companies certainly will 
not meet the maximum need. 

The Cuairman. The reason I asked that question was that we all 
think more or less in terms of the conditions in our own State. 

Now, there are no great urban centers in eastern Kentucky. There 
are no great centers of wealth and influence there. It seems to me 
perfectly impossible to get local financing as required under this bill, 
and I think that provision would bar, to a great extent, the develop- 
ment of eastern Kentucky. Don’t you agree to that? 

Mr. Wuirenovse. I agree to that most emphatically. The largest 
urban center in eastern Kentucky is Ashland, and it is one of the most 
outstanding and hardest hit groups. There are many others in that 
area, mining towns, down through the Big Sandy region of coal min- 
ing, that just would not have the facilities or resources, after being 
hit like they have been, due mainly to coal in that region, to meet 
the requirements that you speak of to get a loan. They just don’t 
have it. 

The Cuatrman. Mrs. Griffiths, do you desire to ask a question? 

Mrs. Grirritus. No; I have no questions. 

The Cuarmrman. Mr. Brown? 

Mr. Brown. No questions. 

The Cuamman. Mr. Nicholson? 
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Mr. Nicnotson. What is the cause of unemployment, for instance, 
in the city of Lawrence, a textile town, where all the mills are closed 
up, practically ? 

Mr. Wurrrenouse. There are many reasons—advancing technologi- 
cal improvements are some, but not the major ones. The change in 
the clothing habits to silks and other than worsted goods, the habits 
of the buying public, plus the running away, or migration, into areas 
that offer tax incentives and things of that sort, as well as cheap labor 
to these industries are among the chief reasons in the textile industry, 
as I have observed them. 

Mr. Nicnuotson. Competition ? 

_ Mr. Wurrenovse. Competition of that nature, which we don’t think 
is—— 

Mr. Nicnotson. I asked a question the other day about why is it 
that we allow laws to be passed lowering the tariff on textiles; last 
year we had a bill that would authorize the President to cut it 15 per- 
cent, and then try to do something for industry when you lower it so 
that 15 percent more can come in maybe than came in before. I mean 
it is a problem that should be taken up by the CIO and AFL, just 
as well as the businessmen, because it affects you both. 

Mr. Wuitrrenovusr. I assure you most heartily that we are. We 
haven’t addressed ourselves here to the tariff situation, but we are 
certainly interested in the tariff situation, and have testified on bills 
that have been raised. 

Mr. Nicuotson. The trouble is they don’t vote that way in Congress. 

Mr. Fernsacu. May I make a comment here, that while the imports 
of competing products may be a factor to a degree in Lawrence, cer- 
tainly the overwhelmingly important factor grows out of the develop- 
ment of new synthetic cloths, that the public somehow likes, which is 
made in other places, and the removal of plants from that community, 
as Mr. Whitehouse said, to other parts of the country for reasons that 
he indicated. Lawrence suffered a crushing blow, but Lawrence has 
succeeded in part through its own effort, in great measure through 
its own effort, to begin to bring in other small industries which have 
created other jobs, which is excellent. 

We believe Lawrence will never die. 

Mr. Nicuouson. We have done that in New Bedford. We have torn 
down a lot of places, but why should we borrow money to start a busi- 
ness when we have got the facilities there already for the business to 
come in if they can, or if they want to? They apparently don’t want 
to. 

Mr. Ferneacu. That may be the situation, sir, in your particular 
community in your particular experience. 

Mr. Nicnotson. Take New York, they give a business 10 years with 
no taxation, but in my State we can’t do it. We have got a constitu- 
tion that stops us from doing it, because everybody is the same. 

Mr. Fernpacu. Our proposal, sir, and the proposals of the bill be- 
fore you is not to impose on any community a service and aid that they 
do not need and do not want, but in many communities there may not 
be standing factories that are available, and suitable, and it is through 
the loan facilities of these bills—loan, mind you—that there is an effort 
hoped for to expedite the creation of the type of plants that em- 
ployers want and their arrival in communities to provide jobs. 
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Mr. Wurrruovuse. If I may add right there, sir, that ofttimes obso- 
lete plants need a lot of renovation and fixing up before they can, 
attract business, and lots of times communities might have the bare 
shell of a facility, but don’t have the adjacent facilities that modern 
business today in the ever-increasing field of technological develop- 
ments and competition must have, so that is a factor ofttimes in locali- 
ties where there are plants and companies that have moved out and 
have left facilities, but they are obsolete and take a good deal of money 
to make presentable or useful to another business or attractive to an- 
other business to move in. 

Mr. Nicuorson. If a business is good, why can’t they get their 
money from the banks or, as Mr. Mumma says, from the insurance 
companies or some other source, rather than have the Government 
assume the obligation ? 

Mr. Fernpacn. In answer, sir, in part, I think the testimony before 
this committee in part has answered it, coming from others from these 
communities. The question might be asked, why did America ever 
need a Reconstruction Finance Corporation; why do we have a facility 
in the Federal Government for making loans to small business ? 

That is for reasons that the Congress in its wisdom deems proper 
and perhaps necessary. 

In depressed areas these are not triple-A profit opportunities that 
are immediately a sure return at 20 percent on invested capital over- 
night. ‘These are investments in the future which are socially neces- 
sary, to which business needs to be induced, and it is a process of in- 
ducement that is involved in the proposals before this body. 

I do not agree that the insurance companies of America or the banks 
on the basis of the experience of the communities iuvolved have met 
this need, and perhaps I, who own insurance, and I, who have a deposit 
in a savings bank, would not feel that it would be proper that they 
should, because it is perhaps a fact that risk aspects preclude that kind 
of an investment. Certainly they would insist upon first mortgages, 
but there must be second mortgage money in addition to first mortgage 
money in these undertakings, and if this were studied carefully, I 
am sure that men like Mr. Batt of Toledo and the vice president of 
the Federal Reserve Board of Boston, Mr. Alfred Neal, whose testi- 
mony before the Joint Committee on the Economic Report on this 
issue I have read, would reveal the degree to which the present finan- 
cial institutions, lending institutions, do not adequately meet this par- 
ticular need. 

Mr. Nicirotson. What is the percentage of unemployment today 
compared with 5 years or 10 years ago? 

Mr. Fernnacu. Where, sir! In the country as a whole? 

Mr. Nicuouson. Yes, sir. 

Mr. Ferneacu. I don’t have a figure precisely here for the country 
as a whole. 

As Mr. Whitehouse has pointed out, the nationwide unemployment, 
even in the midst of our greatest boom, is in the midst of 21% million, 
and it probably in part does not reduce much below that even if the 
boom became more boomy, because there are these pockets of unem- 
ployment, in so many particular areas throughout the country. 

I noted that on this committee here there are representatives of 15 
States, and of these 15 States, 14 of your States, sirs and ladies, inelu- 
sive of all who are present here, are on the list of communities with, 
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unemployment in excess of 6 percent. That was issued by the Govern- 
ment last summer when a particular study of the problem was made. 

There is around the country in many, many States, inclusive of all 
of yours, one or more communities which is, even in the midst of boom, 
depressed because of these circumstances. 

Mr. Nicnoison. Can’t we assume, or can’t we take for granted, that 
this percentage, like 2 million now, will always be with us? 

Mr. Fernzacu. It might be presumed, sir, that a certain incidence 
of diphtheria among children will always be with us, but we have 
found through our wisdom and application a means of alleviating 
ps Uren and polio, and we believe that a very substantial number of 
what today seems like an irreducible minimum, in the midst of this 
great boom, can still be leveled downward by the application of a 
constructive program to aid these particular communities, where a 
pressing problem exists even in the midst of the greatest boom that 
mankind has ever seen. 

Mr. Wuirrnovse. Certainly no one’s conscience can be at ease in 
the midst of plenty and know that people who want to help them- 
selves—we are not concerned with the malingerer here at all, but who 
want to help themselves, can’t. We have an obligation, a definite 
responsibility, it seems to me, to do something about that—a moral 
obligation, if nothing else. 

Mr. Brown. I meaia like to know what brought about these obsolete 
plants. Is it true that the many owners of plants put the profits into 
their pockets instead of putting same into the plants? Isn’t that the 
main reason ¢ 

Mr. Wuireuovse. In some cases that is so, but I wouldn’t make.that 
indictment all-consuming. 

Mr. Fernsacu. May I give an example, sir, of a community in 
Michigan ? 

Iron Mountain, Mich.—I have been there. Iron Mountain, Mich., 
was sustained economically by two operations. One was the iron 
ore mining industry, and another was a large plant that made station 
wagons for a large automobile producer. The iron ore mining opera- 
tion has closed. In part it closed earlier than we thought it would 
because during World War II the iron ore miners, who happened to 
beemembers of the union that Mr. Whitehouse and I are affiliated with, 
the United Steel Workers of America, did such a tremendous job of 
production of iron ore that they worked out their mine; a substantial 
unemployment resulted. 

Concurrently, the Ford station wagon plant, which was an even 
larger employer, began to reduce its operation for the reason that the 
interest in wood station wagons, I presume, the public fascination 
with wood for station wagons, was superseded by insistence on metal 
station wagons. For whatever reason, that company closed that 
operation, too, and it left that community in that most difficult 
circumstance, 

These reflect the loss of resources, because you mine yourself out, 
or the closing of a plant, perhaps, because the public no longer wants 
its product, or because the owners of the company think that they can 
operate more profitably in that particular field of operations in which 
they are engaged in another community. There are many reasons. 

n the railroads the use of diesel engines instead of coal; the anto- 
mation—the use of automation now in freight yards on the railroads 
has tremendously reduced employment, which has hurt communities 
like Terre Haute, Ind., Altoona, Pa., and Cumberland, Md. 





ear ES WS & 


we we 


AREA ASSISTANCE ACT OF 1956 287 


There is a diversity of factors, sir, in answer to your question, which 
may cause these problems of area distress, and I, for one, say 

Mr. Brown. I am talking only about the textile industry. 

Mr. Fernpacn. I didn’t understand that your question ran just to 
textile. 

Since textile is so often discussed in relation to this problem, how- 
ever, I am glad I did not refer to a textile problem, because this issue 
is much bigger than textiles.It can happen anywhere at any time that 
a community faces this problem. 

The CuHarrmMan. What is the overall production in coal? How 
much has that decreased in bituminous coal ? 

Mr. Fernpacu. Sir, I have no figures, but I saw some figures in the 
paper recently that suggested that production has improved this year, 
and it improved last year over 1954, which I believe was the lowest 
production year in coal since the thirties, but even though production 
of coal goes up the productivity of the coal miner, with new machinery, 
has increased so fantastically that I believe today I have seen figures 
that the average American coal miner in bituminous is producing some- 
thing like 20 tons of coal a day—not 16 but 20 now, since the song was 
written. 

The Cuatrman. Is that the reason there is such great unemployment 
in the coal mines in eastern Kentucky? Is it due to technological 
improvements ¢ 

Mr. Wurrenouse. The majority of it is; the mechanization of the 
mines to such an extent that it is 20 tons a day instead of 20 tons a 
week per mine. Nearly as much coal is being mined this year as has 
been mined in greatest production years in the past; but according 
to- -and I don’t speak authoritatively for these figures—but according 
to figures that I have heard from the United Mine Workers of America, 
they have nearly 200,000 less members. 

The Cnatrman. Is the production in that particular section keeping 
pace with the production generally throughout the industry ? 

Mr. Wurrenouse. Yes. 

The CuHarrman. There has been a falling off everywhere of em- 
ployees because of technological improvements? 

Mr. Wuitenouse. That isright. There is no difference, Mr. Chair- 
man, in the condition in Kentucky than in West Virginia or any of the 
other great bituminous mining sectors of our Nation. 

The CuHarrman. And the employment in the railroads is falling off 
for the same reason, because of the diesel engine that takes fewer men 
to operate the trains. Isn’t that true? 

Mr. Wurrenovse. Every industry this is showing up in, and, of 
course, in the progress of our Nation it makes for a higher standard 
of living; but there is a paradox involved in that while this very 
mechanization or automation or sibernetics or what name you would 
give it, the science of electronics or whatever name you would give it, 
itis progress. It is allowing us to produce more and to raise our stand- 
ard of living, but it is also creating these pockets of unemployment, 
that when there are such distressed areas in over half the States of our 
Nation, you simply can’t wipe off distressed humans that are distressed 
for no reason of their own. They want to work. There is a responsi- 
bility to do something about it, and that responsibility is accentuated 
and greater than ever because of our intense abundance, our great 
productivity which is getting bigger all the time. 
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The Cuarman. I thoroughly agree with that; but that unemploy- 
ment is not confined to the railroad industry and the mining indus- 
try. What other industries are affected ? 

‘Mr. Wurrenovuse. We have mentioned a number of them here. | 
might cite another one. 

The figures are accurate and up to date—the steel industry, for in- 
stance, produced 5 percent more steel in 1955 than it did in 1953, with 
5 percent less employees. That meant 25,000 less steelworkers. Those 
figures are definitely accurate, and I am not saying at the present time 
that the condition in steel has created any definite distress problem, 
but I cite that to show how this problem has increased production, 
through mechanization, the science of electronics. It is affecting 
virtually every industry. 

The outstanding ones are coal, railroads, and textiles, or the chief 
ones, but it is happening in all of our industries. 

The Cuarrman. What effect has that had on the price of the 
product? Has the price of coal gone down? 

Mr. Wuirenovse. I haven’t noticed it. 

The Cuarrman. None of these products is cheaper to the consumer 
than they were before these new methods were discovered; are they? 

Mr. Nicnotson. Mr. Chairman, isn’t it partially due to oil. that 
there isn’t the opportunity in the coal business that there was? Hasn’t 
it. got so that they are heating with other than coal because they can 
do it cheaper ? 

Mr. Wurrenouse. That has been a factor. 

The Crareman. T am asking him now if the consumer gets any 
benefit of these cheaper processes; and it doesn’t seem that he does. 
The price of coal hasn’t varied very much, has it ? 

Mr. Mumma. It is going up. 

The Cuatrman, It is going up now. 

Mr. Wuirenovse. The price has always gone up. 

Mr. Parman. Thev do get benefits, Mr. Chairman. 

The Cuamrman. Who gets the benefits? 

Mr. Patman. Consumers and the workers. Although the price 
has not gone down. the workers are getting better wages, and the 
cost has gone up all along, because of the minimum-wage laws and 
contracts between the unions and management, and several things 
that have improved the standard of living of the people generally. 
That is the reason, Mr. Chairman, when we had a hearing on automa- 
tion last fall, no one opposed automation. Everyone representing 
labor, management, government, everyone, representing any group, 
said automation was a good thing: it was progress, it ought to be en- 
couraged, and generally it would be of great help to our country and 
would probably give more people jobs at higher wages. 

The Cuamman. That is true. 

Mr. Parman. And no jobs would be lost. 

The Cuarrman. Giving those who are employed higher wages still 
leaves that problem of what we are going to do with those who have 
no employment and no wages. 

Mr. Frrnpacn. That is correct, sir. 

Mr. Wartenovse. That is correct, sir. 

Mr. Fernracu. May I cite an example, sir, just because the chair- 
man comes from Kentucky: 








AREA ASSISTANCE ACT OF 1956 289 


When General Electric operated its operation in—you call it Elec- 
tric Park or Electric City, in Louisville, they built a tremendous 
modern plant in that community, and most folks were delighted; but 
I understand that some of their operation that previously had been 
conducted in Erie, Pa., in their plant there, was transferred to Louis- 
ville. 

Now, I note that last summer at midyear, in the midst of the greatest 
boom this country has ever had, Erie, Pa., was listed as being one of 
the major labor market areas in this country where unemployment 
ranged from 9 to 12 percent of the total labor force. 

This is the kind of a problem that emerges in a dynamic changing 
economy like ours in America. It may have been the General Electric 
Co. has done more than it did to mitigate the problem that emerged 
in the community it left in part—it still operates, however, in Erie, 
but these problems do exist because of the changing competitive factors 
in our economy, or changing technology. We don’t want to eliminate, 
I am sure, competition. We don’t want to eliminate the forward 
march of American technology, but as the chairman so well pointed 
out, we do want to mitigate these tremendous problems of human 
suffering that often exist in the West. 

Mr. Betts. May I ask a question there ? 

You raised a point that I was thinking of before you brought it up. 

How do you solve the problem practically on the example you gave? 
A plant moved from Erie to Louisville. Who moves into Erie? If 
you are going to follow this through and help distressed areas, then 
you have got to find somebody to move into Erie, and who does it? 

Mr. Fernzacn. I would begin with the premise, sir, that the future 
of America is the most certainly hopeful thing in the world today. 
[ have read the reports, the economic reports of President Ejisen- 
hower, and today, while we have a $400 billion economy, they talk 
in terms of us having a $500 billion economy in 1965. Through the 
mechanism of this bill, if Erie has become a depressed area, we can 
help Erie to get a share of the expansion of the American economy, 
which will occur in the next 10 years, without at the same time saying 
to General Electric Corp., “You must stay here and operate every 
present operation for all times.” That we do not wish to do. 

Mr. Berrs. I am sympathetic with this problem. I am trying to 
think of some practical impediments to it. 

If vou are going to talk to someone, to some industry about moving 
into Erie, what is the incentive when other industries are moving out ? 

Mr. Fernsacu. There may be many incentives, sir. There may be 
reasons that involve the particular production of electric light bulbs 
for making, and I am making this up, that might lead one comnany to 
decide they could operate more effectively in that field in Louis- 
ville, Ky. 

Mr. Berrs. Who goes about finding out that ? 

Mr. Ferneacu. Under the terms of this bill there is also the pro- 
vision, both the administration bill, and quite correctly, and the Gray 
bill, that there shall be in addition to loans to these communities a 
measure of technical expert assistance so that technical experts can 
visit in an “Erie” or a “Wilkes-Barre” or a “Texarkana, Tex.,” and 
spend some time there to make an inventory of the resources of those 
communities, and help the city fathers identify what is best for their 
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community in the types of industry and employment opportunities that 
should be developed. 

Mr. Berrs. I appreciate that. It seems to me there has to be some 
ballyhoo in connection with it. It seems to me somebody from Wilkes- 
Barre has to go out and sell the town. Who does that? 

Mr. Ferneacu. That is true. Before you sell the town—and there 
is a wonderful committee in Wilkes-Barre that has been trying to 
sell Wilkes-Barre, with some success for several years, and you will 
hear about it—but before that, Wilkes-Barre has to study its own 
potentialities, because it has to know what it can best sell. 

Mr. Berrs. In other words, this whole program isn’t self-executing. 

Mr. Ferneacn. No, indeed. It is our view in our testimony today 
that the Gray bill has a more comprehensive and imaginative approach 
because no single bill will solve this problem. 

Mr. Berrs. Passing either of these bills won’t do it alone. The 
local community has to use it as an instrument to help itself; is that 
right ¢ 

Mr. Fernsacu. That is right. 

The Cuairman. I may say we have another witness this morning. 
We have a gentleman from Wilkes-Barre. 

Mr. Parman. I want to ask a question of this witness, Mr. Chair- 
man, 

Are you acquainted with SBA operations, Small Business Adminis- 
tration operations ? 

Mr. Wuirenouse. Not as well as my colleague here may be. Are 
you? 

Mr. Fernpacu. I wish you had said perhaps not too well and let 
it go at that. 

Congressman Parman. I am not, in detail, familiar with its 
operation. 

Mr. Parman. Do you consider they are operating satisfactorily 
or unsatisfactorily ? 

Mr. Fernsacu. I would not care to make a generalized statement, 
sir. 
Mr. Parman. You know that under the law as passed by Congress 
creating SBA that the SBA has the power to take prime contracts 
and the SBA, if it really wanted to do it, could solve the problems in 
every distressed area in the United States by taking prime contracts 
and dividing these prime contracts up among little fellows in the com- 
munities where they had the knowhow, and the ability to produce? 

Mr. Fernnacu. These are procurement contracts ? 

Mr. Patman. Yes, sir. 

Mr. Fzrnpacu. There is nothing to prevent the administration 
from doing a much more effective job than it now does through pro- 
curement policy. 

Mr. Parman. They are authorized by law to do it. In the SBA Act 
they are authorized to take prime contracts, and you could pick out 
any distressed area in this country, and they can do something in that 
distressed area. They can produce something. They have the skills. 
They have the knowhow. They have the sincere desire to work and 
earn a living, and if you would give them contracts and permit them 
to employ local people, they could solve their problems in practically 
every distressed area in the United States. 

Mr. Fernsacu. May I dispute that, sir, in part ? 
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Mr. Parman. Yes, sir. 

Mr. Fernzpacu. In some of these communities there are not at pres- 
ent going business enterprises of sufficient adequacy. 

Mr. Patman. Say some of them. Some of them, we know, but they 
are not helping any of them, are they ? 

Mr. Fernpacu. That is right. 

Mr. Patman. They are not helping one. 

Mr. Fernsacu. I would say, sir, I would not go that far. I believe 
that the record will show a certain number of millions of dollars, a 
very small number, that have found their way to these distressed areas 
via the procurement route. 

The testimony I have seen before this committee and its counterpart 
in the other House indicates clearly that a really outstanding effort in 
procurement to aid these communities has not been made. In that 
sense I am in agreement. 

Mr. Patman. Has not been done? 

Mr. Fernsacn. That is right. 

Mr. Parman. They have these ballyhoo meetings, booster clubs, and 
talk about what they can do and have meetings after meetings, organi- 
zation committees, they have a lot of meetings and speechmaking, and 
filling out forms and things like that, but they don’t get anything— 
nothing. 

Mr. Fernpacu. We in this testimony pointed to the fact that 
whereas the administration bill makes no reference to the potentiali- 
ties of aid to improvement of procurement policy, the Gray bill 

Mr. Parman. SBA has plenty of power and plenty of money, and 
they could relieve the distress—and lots of these communities today— 
in lots of these communities today, if they would really carry out the 
intent of Congress. 

Mr. Fernsacu. May I suggest they could assist in relieving distress ¢ 
We feel elementally it is also worker retraining, assistance to com- 
munities in the communities of urgently needed public facilities; that 
this whole poison of area distress requires a comprehensive Federal 
effort, as outlined, as a responsibility of the Federal Government in 
the Employment Act of 1946, passed by the Congress of the United 
States, and that we view unemployment not only in terms of mass 
unemployment, and nationwide; we view unemployment as the re- 
sponsibility of the Federal Government in terms of this particular 
area problem. 

Mr. Patman. I am glad you mentioned the Employment Act. I 
had the honor of being the chairman of that bill. 

Mr. Fernzacu. I did not know that. 

Mr. Patrman. I was called a Socialist for sponsoring it. We call it 
the Full Employment Act of 1946. After wrangling around for 
months, we had to change it to the Maximum Employment Act of 
1946, and it went through right like it was. 

The Cuatmrman. Are there any further questions ? 

(No response.) 

The Cuatrman. If not, we are certainly very glad to have your 
views, and I am glad to have my fellow citizens here to participate. 
We will call the next witness. Who is the next witness, Mr. Clerk? 

The Crerx. Mr. Chairman, the next witness is Mr. J. M. Crosby, 
executive secretary of the Greater Wilkes-Barre Chamber of 
Commerce. 
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STATEMENT OF J. MUIR CROSBY, EXECUTIVE SECRETARY, 
GREATER WILKES-BARRE CHAMBER OF COMMERCE 


Mr. Crossy. Mr. Chairman, with your permission 

The CHainman. If you haveastatement, you may read it. 

Mr. Crossy. Thank you, sir. 

Mr. Chairman and gentlemen, I would like to briefly review with 
the committee what we may have actually done in Wilkes-Barre, and 
what accomplishments we have made and how far we have gone in 
solving the problems brought out here today. 

My occupation is execiitive secr retary of the Greater Wilkes-Barre 
Chamber of Commerce. Iam also associated with the Greater Wilkes- 
Barre Industrial Fund. 

Perhaps I should explain to you that the Greater Wilkes-Barre 
Industrial Fund and the Greater Wilkes-Barre Chamber of Commerce 
are one and the same, the chamber of commerce furnishing all the help 
for the industrial fund. The fund itself is a nonprofit enterprise, 
devoted to the industrial development and diversification of our indus- 
trial economy in the Wilkes-Barre area. I would like to point out that 
Wilkes-Barre is a city of 76,000 people but, more important, it is the 
center of : 32 contiguous communities, whose population within a 9-mile 

radius is 250,000 people. 

I believe that 1 should briefly state some historical facts. Wilkes- 
Barre this year is celebrating its 150th birthday. Historically, our 
economy has been based pr imarily on the anthracite-coal industry and 
those industries that serviced the coal business plus a large textile 
industry. 

We have enjoyed over most of those 150 years a high degree of 
prosperity. Even during the depression years we were, “I believe, in 
slightly better shape than most of the country. Because our fore- 
fathers, and the coal industry with its absentee ownership, were not 
able to foresee the future, we coasted on as a one-industry community 
with no thought of the future and what might happen if the backbone 
of our economic structure was to be broken or if our large textile 
industry moved to the Southern States as it has. 

In 1914, the anthracite industry employed 179,000 people. In 1955, 
the anthracite-industry employment had dropped to 35,000 and we 
have lost almost 90 percent of our textile employment. The tre- 
mendous drop in the number of people employed in the anthracite 
industry is largely due to the loss of the anthracite markets to competi- 
tive fuels and to the technological improvements made in the mining 
industry. ‘These losses have 1 esulted in our community losing approx!- 
mately 50,000 of our people who have been forced to seek employment 
elsewhere, as was proved by the drop in population shown by the 
1950 census. 

They have left our area for other fields. The most tragic result of 
this is that, as of Januar y 15, 1956, we still have approxim: rately 17,950 
men and 4,000 women in our unemployed group. When the full 
impact of what was happening in our community was finally realized 


by the leaders in our area, this leadership determined to do something 
about it. 
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We had seen the same conditions happen in our neighboring cities of 
Scranton and Hazelton and the effort that both were making to bring 
other industry into their areas and diversify their economy. Because 
we had tremendous resources of anthracite coal, we in Wilkes-Barre 
had closed our eyes, saying in effect, “It cannot happen here.” But, 
suddenly, we realized that it was happening and something must be 
done about it. 

Like most communities, while things were going well no one both- 
ered to prepare for adverse conditions. Now, with the 1950 census 
figures in front of us and our unemployment increasing as more and 
more men were laid off in the coal industry, we decided to move and 
move fast. rf 

A small group met and agreed to hold a series of 10 meetings in- 
viting 10 leaders in different fields—business, labor, banking, re- 
ligion, and education—practically every representative area of our 
town was brought into this group. The facts were laid before them 
and from these meetings was organized what we call the Committee 
of One Hundred, which actually now comprises 250 men and women. 

Mr. William O. Sword, a local civic leader and businessman, was 
drafted to head this group. He accepted, but only after each person 
who had agreed to serve on this committee had signed of his own free 
will the following pledge: 


I hereby pledge to my community to give of ny time and my talents and my 
resources as called upon by William Sword, the chairman. 


In effect, every one of the 250 people who have shown leadership in 
one field or another signed a blank check to serve in any capacity as 


called upon and, most important, to give of their resources as called 
upon. I am very happy to tell you that this pledge has been kept 
almost 100 percent as given. We have raised $114 million in 
free gifts in the past 5 years, which means we have made a start 
on solving our unemployment problems, but we have a long, hard road 
ahead. 

1 think I should point out that topographically we have more than 
average handicaps. Hemmed in by mountains, we have no large va- 
cant tracts of land available for industry and what we do have is 
mostly undermined and this creates problems to any new industry. 
It was obvious that if we were to induce new industry to locate in our 
area, we would of necessity have to acquire large acreage in the moun- 
fain area immediately adjacent to our community. This we were 
able to do, 

A large plot of approximately 1,500 acres serviced by railroads was 
acquired. We then, of necessity, had to persuade our public utilities, 
principally power and water companies, to make huge investments 
to make their services available. We had to bring roads into the 
area and have to date, in our Crestwood Industrial Park, located 
three large manufacturing plants: the Foster Wheeler Corp., King 
Fifth Wheel Co., and the Eberhard Faber Pencil Co. 

I might add that we are quite sure that we have 2 and possibly 3 
excellent prospects for additional plants in our industrial park. 

The total value of buildings either built or acquired by the fund is 
$15,820,000. The total number of jobs created by the fund is 6,913. 
The total payroll dollars created by the fund is $17,710,000. You 
will remember that I said our forefathers had not given much thought 
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to the future. Our inheritance, instead, has been many problems 
which other communities with more foresight had already solved. 
One of our greatest problems was that they had created 32 communi- 
ties instead of 1 large one. 

I would like to quote from a report done by the Department of Com- 
merce which reads in part: 

The breadth of the Wilkes-Barre economic labor program is further indicated 
by the considerable work that has been done by the Committee of One Hundred 
to energize and guide the smaller towns of the valley. 


Their integration into the economic rehabilitation efforts of the area is 
recognized as a first essential. 

This is a very delicate business and should be done in the most diplomatic 
way possible. It takes a variety of forms. For example, the political science 
department of Wilkes College each year conducts a 10-session seminar for 
borough officials and issues a periodic bulletin on the problems facing the area. 
The community chest and several small industrial development funds of some 
of the smaller communities have been integrated with those of the city of 
Wilkes-Barre. 


Another has been the ability of the Committee of One Hundred to get 15 of the 
smaller towns to contribute to a common fund for developing a joint program for 
compliance with the Pennsylvania clean-streams law. This was the first time in 
history that cooperation on such a scale between Wilkes-Barre and the small 
communities of its hinterland had been achieved. 

One other very significant move that followed after the pattern 
of cooperation had been established between the towns was the cor- 
rection of our vocational education program. Here again our fore- 
fathers had never given any thought to the fact that a community 
without facilities for training workers is at a severe disadvantage. 
We found that while the city of Wilkes-Barre had cooperatively 
started a vocational education program with others, no one com- 
munity was of sufficient size to support a good vocational training 
program. ‘This job was assigned to a few really devoted people to 
persuade 15 different school boards to enter into a joint training 
program. This task took 2 years and last June it became a reality. 

I have heard that occasionally there are some slight areas of dis- 
agreement among the honorable Senators and you have differences 
trying to get an agreement among yourselves. I assure you that you 
have no one in the Senate or the diplomatic corps that could have 
handled these 15 school boards better than these same devoted people 
who battled local prejudice, suspicion, and the possible loss of some 
political jobs to a final conclusion when our Wyoming Valley Tech- 
nical Institute at last became a reality. This, I understand, represents 
the largest joint venture for vocational training in the United States. 

Another interesting problem that we faced involved the Post Office 
Department. Crestwood Industrial Park was serviced by a very 
small local post office. The service available was completely inade- 
quate for modern industry. The plant we are presently building uses 
a tremendous amount of post office service. Literally thousands of 
packages go out daily. It was imperative that something be done to 
provide adequate service when it would be needed. 

Here, once again, local pride was a tremendous obstacle, but the 
Post Office Department was most cooperative and as of March 31, 
1956, the local post office became the Crestwood branch of the Wilkes- 
Barre Post Office with real service provided. Thus another problem 
was finished. 

I would like once more to quote a Department of Commerce source 
in which they say: 
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The difficulties of areas of critical economic distress are really the fruits of 
neglect. In particular, they are the fruits of our Nation’s failure to make ade- 
quate and continuous provision for the growth and maintenance, among the 
local communities comprising it, of capacity to cope with emerging area prob- 
lems. The weaknesses to which the troubles trace are usually an unintended 
result of the centralization of business control and the centralization of govern- 
ment activities during the past several decades. 

These forces have served to tear up the roots from which once grew the self- 
reliant attitudes and the associated capacity to cope with the merging com- 
munity problems for which American communities have been distinguished. 

The difficulties came because comparatively little was done to make up 
for what was being destroyed. Progessive withering of capacity at the local 
level to initiate and carry out adequate programs for coping with local prob- 


lems has been the result. 

With this quote as a background and using the Wilkes-Barre sit- 
uation as a criterion, I believe that the most valuable assistance that 
the Federal Government could give to an area such as ours would be 
that after a community had demonstrated its willingness to try to help 
themselves to the best of their ability in creating a community enter- 
prise such as our industrial fund, or call it what you will, be it a crea- 
tion by the citizens themselves to do something for themselves, the 
Federal Government could loan up to 25 percent of the aggregate cost, 
up to 20 years for (1) erecting industrial buildings, (2) renovat- 
ing industrial buildings, and (3) preparing industrial land. 

I believe that a program such as outlined in H. R. 8555 would do 
more to ease the financial burden which a depressed area must face 
than almost any other device. 

To those of us who are engaged in industrial development work and 
have the responsibility of obtaining satisfactory financing for either 
new or the expansion of established industries, the problem of second 
mortgage money is always the greatest stumbling block. Usually it 
must come from free money that has been contributed by the citizens; 
however, there is a limit to the amount of free money that is avail- 
able. A community can only contribute so much, and when this is 
exhausted, there is just no place to go for much-needed help. House 
bill H. R. 8555 would be of invaluable aid in helping distressed areas 
in their efforts to get new industries and would help to alleviate the 
problem of securing second-position money. 

The other provisions of this bill are, in my opinion, practical and 
would be of great help to chronic distressed areas. May I emphasize 
again there should always be the first condition that the community 
or the area should have first demonstrated its willingness to do 
something for itself. 

The Cuamman. What has the city of Wilkes-Barre, the munici- 
pality, done to secure industries ? 

Mr. Crosspy. You mean the city as a city ? 

The Cuatrman. I say, what has the city itself been able to do to 
secure industries? Has it been willing to exempt new industries from 
property taxes for a period of 5 years to get them to come in there? 
Can it do that? 

Mr. Crospy. Yes. The city of Wilkes-Barre has been most co- 
operative in every respect. 

The Carman. I know in some municipalities in my State they 
are limited as to tax rate, indebtedness, and limited to expenditures. 
They can’t expend more than the revenues of the year. Are your 
cities tied up in that way? 





296 AREA ASSISTANCE ACT OF 1956 


Mr. Crossy. No. 


The Cuatrman. They have no constitutional limitation? 
Mr. Crossy. No. 


The Carman. They can exempt new industries as an induce- 
ment ? 

Mr. Crossy. They can, but they have not. 

The CHairman. How long can they exempt them from taxation, 
for what period ? 

Mr. Crospy. That I don’t know, sir. 

The Cuarman. You know they have been willing to do that? 

Mr. Crospy. They have been willing, but they have not done it. 
We have not requested them to do it. Let us put it that way. 

Mr. Brown. I want to congratulate you on the fine statement, 
and the willingness of your people to help in your community. 

Mr. Crossy. Thank you, sir. 

The Caran. The funds you speak of having collected, are they 
merely private contributions? 

Mr. Crossy. Voluntary contributions through drives put on by the 
fund which, through 1952, we raised some $652,000, and our last 
one last year we raised $745,000. 

The Cuamman. It speaks well for the public spirit of your citizens. 

Are there any questions ? 

Mr. Mumma. I would like to join in, Mr. Chairman, in saying that 
I thought it was a very fine statement. It bears out that I think the 
communities in Pennsylvania have gone ahead and not waited for 
Government support. 

You agree that this bill is generally all right ? 

Mr. Crossy. For our particular needs, I do, yes, sir. We have 
advanced much further than many other communities, perhaps. 

The Cuarman. This bill provides, as a condition precedent to 
getting a loan from the Federal Government, that the local com- 
munity must furnish 15 percent of the cost of the improvement. 

Do you think that would retard the operation of the law? 

Mr. Crosry. That, sir, has not been our experience. We are more in- 
clined to believe that the community should contribute or make some 
contribution to it. 

The CHarrman. Do you think it should contribute to that expense ? 
For instance, there isa million dollars to be invested. The corporation 
needs a million dollars. It can get $250,000 as a loan from the Fed- 
eral Goverunment, on the condition that it obtain $150,000 locally. Do 
you think that is a proper balance? 

Mr. Crossy. Yes, sir, I do. 

The Cuatrman. Your community is rather a rich community, isn’t 
it, ordinarily ? 

Mr. Crossy. Well, we have had tremendous unemployment, but I 
think that you have to review, sir, more of the history. We did lose our 
textile industry. There is no question about it, but in their place—this 
all started back in 1934 when the textile industry started to go South, 
but in their place started to bring in the needle trades, so that while 
we do have tremendous male unemployment, it does not mean that there 
are that many families without income, because the wives and daugh- 
ters are working in the needle industry. 

For instance, in the Duplin Silk mill in Hazleton, McGregor Sports- 
wear, we bought that with the help of the fund. We purchased the 
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building and McGregor now occupies it. Leslie Fashions is there. 
We are rapidly becoming a shoe center of the shoe industry. We 
have many shoe industries that are now established in Wilkes-Barre. 

Gradually that slack we picked up, but the problem we had was 
that whenever we get the most discouraging part—we get a new in- 
dustry that may employ 300 men and the next day, due to high cost 
mining or something, the coal industry may close a coal collery and 
400 are out of work. However, it has been our experience, with in- 
dustries that have come in that they are very well satisfied with the 
labor, and they find that they can adapt themselves very readily and 
are very highly productive. 

The Cuarrman. How large a town is Wilkes-Barre ? 

Mr. Crossy. 76,000, but you just cross one street to another when 
you go to another community, so that within 9 miles there is 250,000 
people. 

The Cuarmman. They cooperate, the municipalities ? 

Mr. Crossy. Yes, sir. We showed that in the vocational training 
program. We realized at the start of this industrial development. In 
fact, we had lost industries because we did not have an adequate voca- 
tional training program that would guarantee industry a trained 
supply of workers, so our first job, as I outlined in here, was to get the 
15, what we call westside boroughs, the school boards of those boroughs 
to go together to form the Wyoming Valley Technical Institute, to 
train workers so we could say to industry, “We have the facilities to 
train the people you need in specialized training, whether it be weld- 
ing, light welding, brazing, whatever you necd.” We would train 
the workers for them. 

The Cuarrman. The community organization represents the whole 
community ¢ 

Mr. Crossy. That is right. 

We do not confine our efforts to Wilkes-Barre. For instance, in 
Kingston, across the river, we have established 3 new plants, 2 in 
Nanticoke, which is 8 miles from Wilkes-Barre. We do not confine 
it. The greater Wilkes-Barre Industrial Fund does not confine its 
efforts to Wilkes-Barre alone. It takes in the entire Wilkes-Barre 
area. 

The CHarrman. Are there any questions / 

Mr. Mumma. I want to ask one question. 

Do the coal companies contribute to this industrial fund ? 

Mr. Crossy. Yes, sir, they do. 

Mr. Mumma. They are back of it ? 

Mr. Crospy. Yes, sir, very definitely. They have all contributed 
very well, the largest one being Glen Alden, who has always come 
in with the largest contribution. 

Mr. Mumma. I understood—Mr. Fox told me that there was a de- 
veloping market for small sizes in connection with the coke; that 
they mix the hard coal with the soft coal and it increases the efficiency 
of the blast furnace. 

Mr. Crospy. That is correct, sir. It does that, and it also elimi- 
nates the smoke, or part of the smoke nuisance which, as you know, 
this occupational disease and such as that is rapidly coming to the 
front nationwide. 

Mr. Mumma. Where is your 1,500 acres, over on the west side? 
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Mr. Crossy. No, at Mountain Town. It is up on the central part 
of Mountain Town. We have the Scranton-Springbrook water sup- 
ply, and the Pennsylvania Power and Light. 

Mr. Mumma. Thank you. 

Mr. Moutrer. Mr. Chairman. 

The CHarrMan. Mr. Multer. 

Mr. Mutrer. What was the maximum percentage of unemploy- 
ment in your city in the last 10 years? 

Mr. Crossy. I really don’t know that figure, sir. As of January 
15 it was 12.6 percent. 

Mr. Mutter. How much higher was it ? 

Mr. Crospy. I think it ranged from 10 to 15 percent over the past 
10 years. That would be a guess. But it would be close. 

Mr. Mutter. Your city is still listed among the highest unemploy- 
ment areas in the country; is that correct ? 

Mr. Crossy. That is true. 

The Cyarman. What is the unemployment there at the present 
time ? 

Mr. Crossy. About 12.6 percent of the total available force. 

Mr. Mumma. Does that include everything ? 

Mr. Crossy. Yes, sir, that is the Wyoming Valley: Exeter, Wy- 
oming, the various boroughs. 

The Cuatrman. Is a large part of that due to coal mining? 

Mr. Crospy. Yes, sir. 

The CHarrMan. What percentage is due to that ? 

Mr. Crossy. Nearly all of it. Nearly all of it. 

The Cuamman. That is due to the improved machinery ? 

Mr. Crossy. Not so much, sir, in anthracite. I heard the statement 
made by these gentlemen from the bituminous area, but you see, an- 
thracite is a hard coal and for that reason you cannot use all of the 
mechanization that you can apply to bituminous-coal mining. An- 
thracite production is only around 234 tons per man per day. 

The Cuarrman. Then what is the reason that you have unemploy- 
ment ¢ 

Mr. Crossy. Loss in markets and high-cost mining, I would say, 
are your two chief reasons. In other words, there has not been much 
incentive for the development of mines in the past 10 years, as you 
know. They have been losing to competitors. That statement that 
Mr. Fox made to this gentleman over here, it is true that the smaller 
stem sizes are now begining to take a larger part of the industrial 
business. 

The CHarrmMan. Has the use of anthracite increased ? 

Mr. Crosspy. Anthracite was primarily a household fuel and not 
used very much in industry. For the reasons that we have just cited 
here, that it does away with a part of your smoke nuisance, it is be- 
coming more rapidly accepted by industry, but still the major market 
was household heating. 

The Cuairman. Has production of anthracite decreased ? 

Mr. Crossy. It decreased up until last year when it went up slightly. 
I don’t know the exact figures. 

The CHarrMan. The same causes haven’t produced unemployment 
in the anthracite region that there have been in the bituminous region ? 

Mr. Crossy. The anthracite region, the primary reason for unem- 
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ployment is, as I say, your inroads made by competitive fuels. You 
are in a pushbutton region. Anthracite had the adavntage of a prod- 
uct going in and coming out. 

The Cuarrman. What advantages are there in anthracite ? 

Mr. Crossy. Other than some improvements in the mechanization 
of anthracite, the problem with anthracite was the improvements in 
the burning of it, improvements in the equipment in which it was used. 
It is like the gasoline industry without the automobiles or improve- 
ments in them. The gasoline industry wouldn’t amount to much in 
that case. It was improvement in the equipment for burning of an- 
thracite to make it easier and more convenient for the consumer to use 
it. That is where they have spent, I would say, the greater part of 
their research. 

The Cuarrman. The production of anthracite by each individual 
miner has not increased as it has in the bituminous coal ? 

Mr. Crospy. No, sir, not through mechanization. It has not. 

The Cuairnman. Mr. Multer? 

Mr. Mcrrer. What is the usual situation in your State; are most of 
the mdustries unionized ¢ 

Mr. Crossy. Yes, sir; and despite the fact that we have had a very 
bad labor reputation, the facts do not bear that out. Our labor rela- 
tions have been very good. In fact, we may have labor representa- 
tion—the president of the CIO is on the board of directors of the 
Greater Wilkes-Barre Industrial Fund, president of the AFL is on the 
board of directors of the Chamber of Commerce, the president of the 
Electrical Workers is on the board of directors of the Committee of 
100, and we have wonderful tie-in with labor in both securing new 
industries—in fact, labor has accompanied us on many occasions when 
we visited and tried to interest industries in coming into our area. 

Mr. Munrer. When the needle trades came into Wilkes- Barre, where 
did they come from in the main ? 

Mr. Crossy. I don’t know as [ could point out any particular spot 
they came from. They came from all over. 

Mr. Mutrer. Didn’t most of them come out of New York City? 

Mr. Crossy. Some did; yes. I would say the majority of them did. 

Mr. Murer. Was the wage rate paid to the needle trades in your 
city less than they were getting in New York? 

Mr. Crossy. I don’t believe so. I don’t believe so, because in work- 
ing out with the unions, let me say this to qualify that, in working out 
with the unions the wage rates for different industries, for instance, 
if—let’s put it this way: We had a prospect some time ago, engaged in 
the manufacture of kitchen equipment. We didn’t have any such 
union in our area, so we take the wage rates that are paid in Phila- 
delphia, and Pittsburgh, and use that as the w age rate that would be 
paid for that particular work in Wilkes-Barre. 

Mr. Mutter. What was the main advantage held out for them to 
leave New York City to come to your city ¢ 

Mr. Crospy. Because of employment, because we had such a tre- 
mendous number of unemployed women who were skilled. 

Mr. Mut.rer. Wasn’t it actually the difference in wage scale? 

Mr. Crossy. That I don’t know. 
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Mr. Murer. There was unemployment in New York City in the 
needle trade industry at the time many of them moved over to your 
citv, wasn’t there? 

Mr. Crospy. Well, there seemed to be a general exodus of many of the 
needle trades from New York City into one area or another. Now, 
whether we got them because of labor or wages. I don’t know. 

Mr. Muurer. Whatever the reason was, you will agree that the 
needle trades that moved into your city were not an expansion of exist- 
ing plants in New York City but they moved the plants from New 
York City to your city? 

Mr. Crossy. That would be true in about, I would guess, perhaps 
half of the cases. The other half were only branches. They do have 
other plants in other localities. 

Mr. Mctrer. In other localities? 

Mr. Crossy. That is right. 

Mr. Muurer. Outside of the city of New York? 

Mr. Crossy. That I don’t know, how many of them are still in New 
York. 

Mr. Mutrer. Let’s take a look for a moment at the shoe industry. 
Most of the factories that came into your city in the shoe industry came 
out of the New England States; isn’t that so? 

Mr. Crossy. Yes, sir. 

Mr. Mutrer. There, too, it was not an expansion of the facilities in 
the New England States but they gave up their factories in the New 
England States and established in your city? 

Mr. Crospy. That is not true in all cases either. 

Mr. Mutrer. In the majority of cases? 

Mr. Crossy. In some of the better ones. We have lost, of course— 
we lost I. Miller Shoe Co. because they consolidated and moved into 
one large operation in the metropolitan area. 

The Andrew Geller Shoe Co., the lastest one, this is a branch known 
as the Geller-Penn. They manufacture under so many different 
names it is a difficult question to understand. The same company 
makes so many different brand names. 

Mr. Murer. You can see what I am driving at? Here we have 
unemployment. in certain places. It was much worse in the New 
England States in the shoe industry than in the needle trades in New 
York City. Unemployment was much worse. Yet these factories 
picked up, moved out of one unemployment area into another. I 
don’t mind your area improving its conditions, but I think we have got 
to be very careful that this bill is not going to be the instrumentality 
of using Government funds to help a company move out of one unem- 
ployment area into another, or if in moving into the unemployment 
area it is going to create unemployment in the area from which it 
moved. 

Mr. Crospy. Mr. Multer, perhaps that is true. Let’s for instance, 
take the case of the Eberhard-Faber Pencil Co., our latest acquisition. 
They were located in about 16 different buildings down in Brooklyn, a 
tremendously high-cost operation. They can’t build a 265,000-square- 
foot building in Brooklyn and get it all on one floor. The only way 
they can get rid 

Mr. Mutrer. I am not ready to concede that. 
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Mr. Crospy. The only way they can get rid of certain conditions is 
to move. We just lost Hazard-O’Cannit, principally because one of 
their largest customers was the anthracite mines and wire rope; 
second, the insulated cable division. Very little of that is used 
today. ‘They consolidated and moved to North Brunswick, N. J. 
They did that to get rid of a high-cost operation which was no longer 
profitable to them; and industry moves. 

Mr. Mutter. I can’t see that there is anything that the Government 
can or should do to prevent private enterprise from moving from one 
place to another, to get a more economical or more profitable opera- 
tion, but what I am concerned about with this bill—and I am in favor 
of the principle of the bill—but I am concerned that we should not 
get the Government into a position where it is going to help, with 
Government funds, private industry to do those things that we have 
just indicated. I am not ready to concede that the pencil company 
couldn’t have done just as good a job in New York City or in ecealiien 
where they were. There are plenty of places around New York City 
and in New York City where they could have done just as good a 
job if there weren’t other considerations, profitwise and economywise, 
that caused them to move away from the city of New York; but just 
as I wouldn’t want the Federal Government or any other government 
to step in and say, “You, Mr. Private Industry, can’t move at your 
own expense because you want to move,” at the same time I don’t 
want to put the Government in the position to say to any private 
industry, “We are going to help or subsidize you or give you aid 
of any kind to move from one area to another, when the result is 
going to be slight improvement in one area to the detriment of the 
area from which you are moving.” I think you will in principle 
agree with that. 

Mr. Crossy. Yes, sir; I would. We do not have too many of those 
cases. Many of the new industries—of the five that we got last year, 
only one really picked up its roots and moved. That was Eberhard- 
Faber. The rest were all expansion—Foster-Wheeler, and such as 
that. 

The CratrMan. Have you solicited those people to come? 

Mr. Crossy. Yes, sir. We are around sitting on the front doors of 
presidents’ offices all the time. 

The Carman. And offered them inducements to come? 

Mr. Crospy. Yes, sir; tried to point out to them the real advantages. 
I think there have been many industries that have wanted to get out 
of the so-called metropolitan areas and get away from, as they put 
it, target areas. 

Mr. Mctrer. The newspapers gave considerable attention—— 

Mr. Crossy. We may have our trouble with those coal strippings, 
sir. 

Mr. Mutrer. The newspapers gave considerable attention only 2 
weeks ago to the fact that the Governor of West Virginia went up 
to Connecticut, over the protest of the Governor of Connecticut, in 
order to induce some of the industries there to move down to West 
Virginia. West Virginia needs help, but Connecticut also needs 
help, and he goes into an area which is already depressed and tries to 
take some industry out of there and further depress it. 
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Mr. Crossy. Most of your leads come from industries that are going 
to move somewhere. Eberhard-Faber had definitely made up its 
mind to go south, and something happened that we don’t know about, 
so they came back into our area. We worked on them for 2 years. 
They were going to go somewhere, so naturally we were going to try 
to get them or any other industry that is going to go somewhere—we 
are going to try to get them. 

Mr. Mutter. I don’t blame you for it. 

Thank you, Mr. Chairman. 

The Cuarrman If there are no further questions, we will adjourn. 

I believe we have received some requests for filing statements in the 
record, Mr. Clerk ? 

The Cuierk. Yes, sir, Mr. Chairman, the American Municipal As- 
sociation, the American Paper and Pulp Association, the Ohio Cham- 
ber of Commerce, and the Rosiclare Community Development Asso- 
ciation have requested permission to file statements on the bill. 

The CuatrmMan. Without objection, they may be filed. 

(The statements follow :) 


STATEMENT OF AMERICAN MUNICIPAL ASSOCIATION 


To the Congress of the United States: 


One behalf of the municipal officials whose names appear below, the American 
Municipal Association urges legislation which will speed up the redevelopment 
of communities that suffer from chronic unemployment. 

Persistent and substantial unemployment causes hardships to individuals and 
to the entire community. Unemployment weakens the economic base of the com- 
munity and consequently reduces the financial ability of the area to cope with its 
problems. City officials in these communities find it increasingly difficult to pro- 
vide an adequate level of education and a host of other municipal services. Un- 
employment also brings with it increased demands for social services, such as 
relief and welfare, which the community finds it difficult to supply. 

City officials are aware of their responsibilities and are pledged to continue 
to do all in their power to redevelop their communities. The causes of unem- 
ployed, however, are very complex and often national in scope. Changes in na- 
tional tastes, depletion of local natural resources and technological changes are 
all factors in the decline of employment in these areas. What is needed is a 
many sided attack on the problem. There must be neighborly cooperation be- 
tween all levels of government and private industry. Each must act without 
unnecessary interference with the other. 

Because of the effects on the national economy of areas of chronic unemploy- 
ment, the Federal Government has a responsibility to help these communities 
help themselves. Present Federal technical assistance, loans, and aid to com- 
munity planning must be increased. Programs to provide aid to private business 
in these areas must also be expanded. 
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Ali levels of government, as well as the citizens in these areas, have a large 
stake in a program of redevelopment. We urge the quickest possible action to 
help solve the problems of chronic unemployment areas. 


Mayor Litz McGuire, Logan, W. Va.; Mayor R. T. Hicks, Jellico, Tenn. ; 
Mayor B. W. Krodel, Point Pleasant, W. Va.; City Manager Ralph 
M. Wood, Hazard, Ky.; Mayor A. Valentin Vizearrondo, Mayaguez, 
P. R.; Mayor Roy W. Eves, Cumberland, Md.; Mayor Francis G. 
Fedder, Michigan City, Ind.; Edward G. Nelson, President of the 
City Council, Superior, Wis.; Mayor George D. Johnson, Duluth, 
Minn.; Mayor J. W. Sembower, Uniontown, Pa.; Mayor Dave H. 
Miller, Herrin, Ill.; Mayor T. C. Atkinson, Jr., Marion, 8S. C.; 
Burgess R. C. Culp, Berwick, Pa.; Maurice J. Maurice, Chairman, 
Board of Selectmen, Sanford, Maine; City Manager Harlow R. 
Richardson, Mount Vernon, Ill.; Mayor Thomas S. Curtin, Bristol, 
Tenn.; Mayor Abe I. Daniels, Connellsville, Pa.; Mayor G. A. 
Bridges, Kings Mountain, N. C.; City Manager S. C. MacIntire, Jr., 
Rocky Mount, N. C.; Mayor Milton DeVault, Kingsport, Tenn. ; 
Mayor Reuben P. Anderson, Iron Mountain, Mich.; Mayor Albert 
C. Lambert, Biddeford, Maine; Mayor S. Thomas Canparell, 
Hazleton, Pa.; Mayor William G. Brown, Parkersburg, W. Va.; 
Mayor F. R. Whalin, Middlesboro, Ky. ; Mayor Everett A. Koomler, 
LaPorte, Ind.; Fred B. Hughes, President of the Borough Council, 
Clearfield, Pa.; Mayor John J. Buckley, Lawrence, Mass.; Mayor 
Guy W. Blackwell, Johnson City, Tenn.; Mayor William G. Meyer, 
Fairmont, W. Va.; Mayor C. L. Beard, Sheffield, Ala.; Mayor E. J. 
Evans, Durham, N. C.; Bernard L. Manh, Borough Manager, 
Lewistown, Pa.; Mayor W. R. Young, Appalachia, Va.; Mayor 
B. B. Cruton, Paintsville, Ky.; Mayor Alexander Vineburg, Long 
Branch, N. J.; Burgess Joseph P. Bradley, Mount Carmel, Pa.; 
C. Martin Lutz, President of Town Council, Bloomsburg, Pa. 


AMERICAN PAPER AND PuLP ASSOCIATION, 
New York, N. Y., April 12, 1956. 
The Honorable BRENT SPENCE, 
Chairman, Banking and Currency Committee, 
The House of Representatives, Washington, D.C. 


DEAR Mr, SPENCE: We are submitting this letter to the Committee on Banking 
and Currency of the House of Representatives, in lieu of personal appearance. 
The American Paper and Pulp Association is the overall national association 
for the pulp and paper industry, America’s fifth largest industry. We are vitally 
concerned with H. R. 8555, the so-called Area Assistance Act of 1956 which 
is now pending before the Committee on Banking and Currency, and particularly 
with the implications of this proposed act. 

As a result of careful study of H. R. 8555, we can only conclude that this bill 
as presently drafted, or as it might conceivably be redrafted, would be designed 
primarily to create another governmental agency which would be authorized 
to put the Federal Government into competition with private business through 
the guise of loans or outright grants. Our industry and indeed all industry 
today is embarked upon heavy capital investment programs which are designed 
to increase production of products and bring about efficiency of operation and 
which, incidentally, are providing tremendous vehicles for increasing employment 
of workers. 

We are opposed to any legislation which has as its purpose the placing of the 
Federal Government in a position where it, for all practical purposes, will be 
operating business in competition with private enterprise. Where there is a 
legitimate need for the construction of a plant or a factory, private capital is 
not lacking, nor indeed a desire on the part of private industry to establish a 
plant or factory in that area. There are many examples also of where local 
communities have by cooperative effort on the part of industry, labor, and the 
publie been able to attract new industry into temporarily economically depressed 
areas. Municipal governments frequently have cooperated with such private 
enterprise efforts by providing tax relief and other iegitimate inducements at 
a local level. 
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We therefore respectfully request the Committee on Banking and Currency 
to act adversely and vote not to report H. R. 8555 in its present or any amended 
form, or any legislation of similar intendment. 

We also request that this letter be made a part of the record of the hearing 
on this legislation. 

Very truly yours, 
E. W. TINKER, Executive Secretary. 


STATEMENT OF CHARLES H. SLAYMAN, CRAGIN, LANG, FREE & Co., CLEVELAND, OHIO, 
AND CHAIRMAN, INDUSTRIAL DEVELOPMENT COMMITTEE OF THE OHIO CHAMBER 
oF COMMERCE, REPRESENTING THE OHIO CHAMBER OF COMMERCE, COLUMBUS, OHIO 


My name is Charles H. Slayman. I am most happy and privileged to have the 
opportunity to present to this committee my views in its consideration of H. R. 
8555, Spence, of Kentucky (S. 2892 and companion bills in the House), because 
it is of extreme importance not only to my State of Ohio but because it challenges 
the established economic procedures that have progressed at such a splendid 
rate and which have kept the United States in the world’s forefront in industrial 
expansion and production of manufactured products. 

By way of identification, I am an associate of the real estate firm of Cragin, 
Lang, Free & Co., of Cleveland, Ohio—an organization that has been engaged 
in the industrial and commercial real estate business in Cleveland since 1867. 

I submit this statement as a representative of the Ohio Chamber of Commerce, 
whose 5,000 corporate members constitute the largest organization representing 
business in Ohio. I am a member of the chamber, and have been a member of its 
industrial development committee for more than 15 years, and am committee 
chairman at the present time. 

For the record, I have been engaged actively in the industrial development 
field for more than 25 years. During this time, I was industrial commissioner 
of the Pere Marquette Railway until that railroad was merged with the Chesa- 
peake & Ohio Railway Co. At that time, I was named general industrial com- 
missioner of the whole Chesapeake & Ohio system, a position I held until 1951 
when I joined with Cragin, Lang, Free & Co. 

I have been a member of the American Industrial Development Council for 
more than 25 years and helped found its regional counterpart, the Great Lakes 
States Industrial Development Council, serving as its first president. During 
my term of service with the Chesapeake & Ohio, I was a member of the American 
Railway Development Association, serving as president of that organization in 
1946 and 1947, and since have been elected to honorary life membership. Pres- 
ently, I am a member of the Society of Industrial Realtors, a national organiza- 
tion whose members collectively handle most of industrial plant sales and leases 
throughout the country. 

It generally is agreed in industrial location circles that industry is anxious, 
eager, and willing to locate in a community where it can be happy, can prosper, 
live, and possibly expand. 

Industry carries on a continual search for communities which have what they 
consider a favorable climate in which to live and do business. Industry wants, 
and has shown a strong desire to locate in smaller communities—communities 
that can provide facilities, services, and a friendly, considerate, and cooperative 
atmosphere in which it can thrive. It is a fact not generally accepted or even 
known by many, not directly engaged in the industrial development field, that 
industry is seeking a location in the right town— it could be yours—just as much 
as your community is seeking to attract that industry. 

Reputable industry, by past performances, has shown that it is willing, anxious, 
and shares the resultant burdens brought about by its entrance in the community, 
such as new schools, sewerage, highways and streets, water, fire and police pro- 
tection, recreation, churches, etc., through taxes, assessments contributions, and 
in other ways, provided a favorable business climate exists and is maintained. 

The industrial development field is highly competitive between areas and 
States as well as between communities within these areas and States. In other 
words, neighbors as well as strangers vie for new industries and the resultant 
additional employment and tax revenue. 

It also is my experience that obtaining sufficient funds to finance a building 
bas been the simplest part in influencing a new and reliable industry to locate 
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in any community where that industry is convinced that other factors, so im- 
portant in industrial location, are considered to be favorable. 

This proposed bill seems to start with the assumption that what is preventing 
these so-called “depressed areas”—and this designation is purely relative, in my 
opinion—in attracting new industry, is, first of all, that someone lacks the money 
to expend to start a business. 

This measure attempts to cure the situation by providing this money out of 
the Federal Treasury—it provides $50 million as an initial appropriation, and 
no one knows how much higher it can or will go—to be parceled out by the 
Federal Government, in the form of outright grants or loans with hope of ulti- 
mate repayment. 

This legislation appears to treat the symptoms and not the disease. Evidence 
is lacking that opportunities for profitable employment of capital, anywhere in 
the United States, is going begging because investors have spurned opportunities 
to put these funds to work in assisting any company to establish a new manu- 
facturing, wholesaling, or retailing facility which holds promise of a profitable 
operation. 

It is common knowledge among the industrial development faternity that, to a 
large degree, decisions on where to start or expand a business are dictated by 
factors over which the community has little control, be it “depressed” or under- 
privileged as set forth and so designated in this bill. 

In this category come such fundamental factors as accessibility to raw mate- 
rials and markets, availability of power and water resources, transportation, and 
transportation costs, equitable taxes, good local government, adequate sewerage 
systems, schools, streets and highways, availability of a good, suitable, and 
useable labor supply—all of which add up to what is accepted as the ingredients 
of “a favorable business climate.” 

This proposed measure is most disturbing in that it proposes to duplicate with 
public funds functions which already are being carried on with private inititaive 
and private moneys. Industrial agents of the railroads, utilities, industrial 
realtors, State, and local chambers and area development organizations have and 
are spending large sums of money and great amounts of time in their respective 
areas to point out to leaders of these very towns this bill portends to assist (and 
in some cases even larger cities) that in order to attract an industry, the com- 
munity must first have this favorable business climate we have mentioned above, 
and, in addition its residents must be conditioned and willing to accept the re- 
sponsibilities that go along with establishment of a new industry in their area. 

Another factor of industrial development work, generally overlooked or ignored 
in the zeal of a community to attract a new enterprise, is that a new industry 
must fit into the general economic and social pattern of that community. This 
factor has been and is being stressed continually to local community leaders by 
recognized development agencies and their representatives. 

In industrial location there are certain fundamental facts of life and eco- 
nomic principles that must be taken into account. Any attempt to ignore these 
fundamental precepts or any attempt to force industry to locate in unnatural sur- 
roundings—either through special inducements of one kind or another by the 
Federal, State, or local government, or through outright subsidy on the part of 
the Federal Government being proposed in this measure under consideration— 
ignores these basic laws of economics. The result will be either financial failure 
of the industry or a continuation of the subsidy to keep the industry alive and 
operating. 

In our considered opinion, this type of legislation under consideration is dan- 
gerous in that the Federal Government is getting out of its field and into competi- 
tion with private enterprise when it attempts to further schemes or direct at- 
tempts to promote industrial growth of selected areas or towns. This leads to dis- 
crimination between areas, communities, and even States, penalizing one com- 
munity or area which has had enough initiative and determination to solve its 
own problems in favor of another which perennially looks to and depends upon a 
paternalistic Federal Government for the solution of problems which should be 
solved locally. 

The will to live and to grow and prosper is still paramount among people and 
communities. In my opinion there is, at the present time, sufficient public and 
private aid and assistance available to communities in their desire and effort 
to attract industry providing there exists such a local will, and provided that 
the community has the qualifications, and is ready to receive and assimilate such 
new industry. 
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Superb examples of community initiative and of local solution, actually pull- 
ing the community up by its own bootstraps, can be found in the recent suc- 
cesses which have been reported by such “distressed” areas as the Scrantons, 
Toledos, Woonsockets, Wilkes-Barres and Lawrences, and hundreds of others 
that have not been fortunate enough to be so deservedly publicized. 

This measure will bring about a condition in which industry in one area will be 
taxed to support its competition in another area, a case which could lead to the 
old fable of “killing the goose that lays the golden egg.” 

When our Nation was new, we were predominately agricultural in nature. 
We depended largely upon the products of the farms for our necessities. As we 
grew, and demands or markets increased, such products as were not imported 
were made in the kitchens of the farmers and householders, or in small shops. 

With the growth of population, demands and markets grew and industries 
expanded in size and numbers to produce these articles. Industry in turn, 
through research and private initiative, created new products and new methods 
for their production, all readily accepted by the public. This growth required 
new plants, new facilities, in fact this expansion has continued to a point which 
today has made us the greatest productive Nation on earth. 

This growth still is continuing and should be allowed to continue without 
these strange efforts to distort the natural laws of economics. 

We have every reason to believe that, with our expanding population and the 
resultant expanding economy, industry will continue to grow and place new 
manufacturing or distributing operations in the areas economically entitled to 
receive such operations. 

Public support continues to grow for the Government’s policy of unfettering 
business, allowing it to follow normal channels and operate with reduced Gov- 
ernment competition and interference. This measure runs counter to that trend. 
Even though it calls for only a small budget for its initial operation, once “the 
foot gets in the door,” it is inevitable that funds for this operation will be ex- 
panded. You men who serve in the Congress know this better than anyone else. 

In our considered opinion, any such program and resultant appropriation by 
the Federal Government is unnecessary and unwarranted. It should be denied, 
especially since this activity is being done soundly by private capital where local 
conditions admit such development. This unfettered, private system is the very 
core of our present thrilling growth and expansion. 

We respectfully recommend that this committee in its august deliberation on 
this bill, which affects the very fundamental precepts upon which our great 
Nation was founded, recognize the fact that the problems of industrial develop- 
ment should be considered as a local problem and not as a national problem, and 
that the entrance of the Federal Government into this field be denied. 





STATEMENT OF ROSICLARE COMMUNITY DEVELOPMENT ASSOCIATION, ROSICLARE, ILL. 
(Roy E. HENSLEY, PRESIDENT; J. BLECHEISEN, CHAIRMAN, INDUSTRY COMMITTEE) 


Hardin County, Ill, is an area of predominantly low-income families, is an 
economically distressed area, with impaired standards of living and well-being 
among its citizens. However, it need not continue to be a “depressed area” as 
it has a full measure of physical and human resources which, if properly at- 
tended upon, could be reasonably developed to make our area economically 
sound, with a typical American high standard of living. 

Hardin County, wherein Rosiclare is located, is considered as an economic 
“no man’s land.” Over the years its economy has been steadily declining and 
it may fairly be said to be a chronic depressed area as its difficulties are 
probably as old as 20 years. 

Hardin County's economic, principal, income-producing activities may be 
classified as follows: 

1. Fluorspar mining—this is by far the major economic activity. 

2. Stone quarrying—somewhat meager. 

3. Farm and forest products—grossly inadequate. 

There are no manufacturing or industrial activities of any kind, nor any 
commercial recreational enterprises. 

Our county is part of a larger area of southern Illinois which annears to be 
suffering from the same kind of economic disability; generally, these counties 
are Jackson, Williamson, Saline, Gallatin, Union, Pope, Johnson, Alexander, 
Pulaski, and Massac. These counties, including Hardin, have depended for 
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their economic mainstay on agriculture, coal, and fluorspar. With the declining 
importance of coal in the field of power and fuel by reason of the increased 
usage.and conipetition of oil and gas, agg¥avated by the exhaustion of local 
coal deposits, and with the percentage of agricultural lands becoming less and 
less suitable for income-producing usages by reason of erosion and exhaustion 
of all necessary soil nutrients, and with the sharp contraction of domestic 
fluorspar opportunities available to local fluorspar producers in America’s con- 
suming markets by reason of the increased proportion of America’s fluorspar- 
consuming market captured by the low-priced, cheaply produced, foreign im- 
ports of fluorspar—with the occurrence of all of these unfortunate and destruc- 
tive economic developments, this whole southern area of Illinois has come upon 
bad, very bad, economic times. 

Hardin County is in southeastern Illinois on the Ohio River, and geographi- 
cally comprises approximately 180 square miles; it is situated as a peninsula 
on the southeastern part of Illinois and is isolated entirely from the point of 
view of any through or over-the-road traffic. Our county has direct access to 
Kentucky, across the Ohio River, by rather primitive ferry service at Elizabeth- 
town and Cave-in-Rock; the nearest bridge access is at Paducah, Ky., 50 miles 
distant The nearest important cities are Chicago to the north, about 400 miles; 
St. Louis, Mo., to the northwest, a distanee’ of about 175 miles; and Evansville, 
Ind., to the northeast, about 100 miles away. 

We have in Hardin County three municinalities—Rosiclare, with a population 
of 2,100, and Elizabethtown and Cave-in-Rock, each with a population of 500; 
the remainder of the area is rural, with a population of 4,400; total county 
population 7,500. We have approximately 2.200 families in the countv. 

An enumeration of some of the indicia by which one must conclude that Hardin 
County is an economically distressed area with impaired standards of living 
follows: 

1. In the Rosiclare-Elizabethtown area, 22 percent of the dwellings have no run- 
ning water ; in the Cave-in-Rock area, this percentage is almost 50 percent. 

2. In the Rosiclare-Elizabethtown area, nearly 50 percent of the dwellings have 
no inside toilets; in the Cave-in-Rock area, this percentage is nearly 75 percent. 

3. In the Rosiclare-Elizabethtown area, nearly 50 percent of the dwellings 
have neither bath nor shower ; in the Cave-in-Rock area, this percentage is nearly 
70 percent. 

4. Hardin County’s real and personal property assessed valuations for local tax 
purposes declined for $13,400,000 in 1953 to $12,400,000 in 1955—a decline in 
assessed valuations of $1 million, with a consequential decline in the scope of 
local governmental services which the local tax units could afford to engage in, 
affecting schools, among other municipal activities. 

5. Retail sales in Hardin County declined from $3,409,000 in 1952 to $2.675.000 
in 1954 (the latest year for which figures are available), down by $725,000, a 
decline of 20 percent. 

6. In 1952, 2,550 railroad cars of freight went out of Hardin County; in 1954 
only 1,780 cars went out, a decline of 30 percent. 

7. As to Ohio River barge shipments—from barge points in Hardin County 
there were shipped approximately 50,000 tons in 1952, while in 1954 the amount 
was 5,500 tons, a decline of 44,500 tons. 

8. In the Rosiclare High School area (Hardin County has 2 high-school areas), 
on the average ony 30 percent of the high-school graduates stayed in the district; 
the remainder left the area. Coupled with the exodus of our school youth is the 
continuing and increasing outmigration of our work force—a trend which is 
robbing our community of the rich vitals of human resources. 

9. In June of 1953 approximately 1,080 were employed in fluorspar mines in 
Hardin County; as of the present time, this figure is estimated to be approxi- 
mately 700, a decline of 30 percent. (These figures are as to mines whose em- 
ployees are covered by the Illinois unemployment compensation law.) The de- 
cline of employment in the smaller mines (non-unemployment-compensation 
mines) is believed to be considerably greater. 

10. Fluorspar sales out of Hardin County in 1952 aggregated $9,500,000, while 
in 1954 they aggregated $6 million, down $3,500,000, or a decline of approximately 
37 percent. 

i. Farm product annual sales of crops, livestock, and dairy, which totaled 
around $450,000 in 1954 from fifty-thousand-odd acres of farmlands in Hardin 
County, means a gross annual yield of $9 per acre, before expenses—a patheti: 
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figure; the annual yield of $2,200 in 1954 on forest products from about 45,000 
acres of forest lands in Hardin County means a gross annual receipt, before ex- 
penses, of 5 cents per acre—another pathetic result. Certainly Hardin County 
cannot qualify as an income-producing agricultural land area. 

12. The total public-assistance program of Illinois in Hardin County (comprised 
of general assistance, old-age assistance, aid for dependent children, blind assist- 
ance, and disability assistance) averaged, in September 1955, 90 persons per 
1,000 population, while the downstate Illinois average was 30 persons per 1,000 
population; thus Hardin County has a public-assistance ratio (in September 
1955) of 3 times that of the Illinois downstate average. 

The more general findings and conclusions of Federal Government agencies are: 

1. As an agricultural area, Hardin County is classified by the United States 
Department of Agriculture in its April 1955 study, Development of Agriculture’s 
Human Resources, as being an area in the last fifth and lowest income and level- 
of-living group. 

2. Hardin County is classified by the United States Department of Labor as a 
labor surplus area—IV—B, and has been so classified since about November 
1954. A “IV-—B” area is an area having an unemployment ratio of 12 percent 
or more of the available work force. 

It becomes apparent from the foregoing that Hardin County is one of the 
“maladjusted” economic areas in our great land of plenty and prosperity; such 
“maladjustment” is old and persistent in the area with evidences of nasty and 
malignant growth in the future unless steps are taken forthwith to remedy 
the situation. We are, unfortunately, one of the areas which has failed to par- 
ticipate in any measurable way in the dynamic growing prosperity of our fair 
land over the last quarter century. 

Having described the darker picture of our county, I would like to turn to the 
brighter side—and that is, the spirit, enterprise, and willingness of our local 
people to join together in an effort to help themselves. Firstly, as to our efforts 
at self-help: In September 1954, we here organized a community development as- 
sociation under the aegis of the Southern Illinois University, Area Development 
Department. The distinguished mayor of Rosiclare, Mr. Otis Lamar, was 
our association’s first president and to a large extent he spearheaded the first 
movement of organization. Ours is not a “brassy” chamber of commerce effort; 
instead, it is a volunteer effort of our local citizens drawn from all walks of 
life, from every rung of our economic ladder, from every geographical corner 
of our community, and from each ambit of the intellectual and social horizons 
among us. We gathered together via this association because we were con- 
sciously and painfully aware of our declining economy and the impact which it 
has had upon our people and their living conditions, and we undertook (a) to 
study, analyze, and delineate the things and assets we have, the people we are, 
and the range and scope of our local economy, and (b) to demonstrate, if we 
could, that it is possible for us to improve our economic condition, and to give 
us here in Hardin County a better and richer economy, with full employment for 
those able and willing to work, and improved living conditions for all of us. 

After a large, general “town hall” type of public meeting held on September 9, 
1954, we set up 11 study committees. 

Reports were prepared and worked on by over 100 working committeemen, 
which reports totaled over 300 pages of about 100,000 words. These reports 
covered every phase of our community, and we are proud of the content of these 
reports and the great reservoir of pertinent information embraced in them. 
We had 15 public meetings between September 1954, and May 1955, at which meet- 
ings these reports were discussed and commented upon by our local citizens in 
attendance. Since the issuance of these reports, “action” projects have been em- 
barked upon to carry out the suggestions made in the various reports. 

Secondly, as to our resources: Hardin County’s basic resources are: 

1. Fluorspar ore deposits and milling capacity (all grades) in Hardin County 
are sufficient to produce annually 250,000 tons of commercial fluorspar. This is 
an extremely valuable resource, as fluorspar, according to the latest forecast, 
stands on the brink of a most hopeful expansion in usage. In 1955 there was an 
American consumption of 550,000 tons of fluorspar, all grades, in the following 
end uses, and paralleling those uses, we show the projected 1960 usage totaling 
835,000 tons; there is thus a projected increase of approximately 50 percent 
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over current uses, with the largest percentage projected increase believed to be in 
the atomic energy field: 





Projected 
usage, 1960 





Tons 
: - 245, 000 | 300, 000 
Aluminum | 110, 600 175, 000 
Atomic Energy 30, 000 | 150, 000 
Other hydrofluoric : CT ee a Se a tS 2 ae 105, 000 | 150, 000 
Ceramic and other uses 60, 000 | 60, 000 





It only remains for Hardin County enterprise and ingenuity to try to work out 
some fair basis upon which it could participate more generously in the American 
consuming warket against the destructive competition of low priced, cheaply pro- 
duced foreign fluorspar., 

2. Farmlands for pasture and/or crops and/or dairy products, totaling 70,000 
acres in Hardin County, have the lowest possible present economic exploitation, 
largely arising from erosion and failure to do the things which are necessary to 
bring land back to profitable economic cultivation. In the area of exploitation of 
our farmlands, Hardin County definitely needs the assistance of outside experts. 

3. Forest lands in Hardin County aggregate 45,000 acres, with about one-half 
owned by the United States Forest Service. Our forest lands fall into the cate- 
gory of a low-income producing asset. There is no organized tree-planting pro- 
gram in the area except that of the Forest Service, as to its own lands. Perhaps 
the answer lies in the acquisition by the United States Forest Service of all, or 
substantially all, of the forest lands in Hardin County. It may be noted here that 
the local United States Forest Service is doing an excellent job in Hardin County 
in timber management. 

4. We have river transportation facilities for river barge loading service. 
Barge service, of a kind, is available in Cave-in-Rock and Rosiclare. The facili- 
ties at Rosiclare can be readily improved and developed for large-scale barge serv- 
ice, and in the past these river facilities served as an important outlet for ship- 
ments of fluorspar out of Hardin County. With the projected construction of the 
new St. Lawrence Seaway, it is possible to consider the creation of barge service 
from the Ohio River to Europe by the single expedient of building an inland water- 
way from the Pittsburgh area to Lake Erie—such a connecting inland waterway 
would give us continuous water passage between Hardin County and Europe. 
The possibility of a waterway from the Pittsburgh area to Lake Erie has heen 
studied by the United States Corps of Engineers, and a report thereon has been 
made to Congress. It lies in the interest of all Ohio Valley citizens to work for the 
adoption of this inland waterway from the Pittsburgh area to Lake Erie. 

5. Hardin County has ample water resources for industrial use, both Ohio 
River and fluorspar mine water. It might be noted that our local fluorspar mines 
in times past, have pumped up and away at the rate of 15,000 gallons per minute— 
this water alone would be of great value to many industrial enterprises, such as 
pulp mills. 

6. Natural gas is available to Hardin County from the Eldorado area where the 
cross country natural gas lines of Texas Eastern Gas Transmission Co. lay. This 
company is now working under an arrangement whereby the Saline County 
natural gas is gathered and pumped into its cross country line at Eldorado, and 
Texas Eastern Gas Transmission has advised that it stands ready to consider 
a proposal to build natural gas lines into Hardin County for industrial and house 
usage. 

7. Hardin County does not have adequate electrical power facilities for large 
industrial uses. Conversations and negotiations, however, are now going on 
among a group of Illinois State REA cooperatives and some of the private utility 
companies for the building of a generating plant somewhere in southern Tlinois, 
south of a line drawn from Carbondale to Shawneetown, which line is approx!i- 
mately 30 miles due north of Rosiclare. 

8. Our human resources are our best asset. Every study of southern Illinois 
made by specialists in the field of economic surveys, has uniformly found that 
our people represent our best asset, but that it was an asset which has been wast- 
ing in a shameful way over recent years. There has been a steady and increased 
out-migration of our youth because of the failure to provide economic opportuni- 
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ties in the area, and such out-migration has brought about a high proportion of the 
aged in our total population. Moreover, there has been no organized program for 
the develdpment of human skills in the area. A 1954 survey of our unemployment 
showed that 30 percent of them fell in the unskilled category and another 30 per- 
cent fell in the semi-skilled category—with a relatively smaller percentage of 
skilled workers unemployed. There are two things which must be done, (1) job 
opportunities must be provided for our youth by an industrialization of our area, 
and (2) we must embark upon a vocational training program. We should not 
delay any longer the introduction of a widespread and detailed vocational training 
program in Hardin County. 

In conclusion, may we say it is, alas, true that our local efforts up to date to 
exploit our assets have been fruitless in the specifics of bringing new businesses 
to Hardin County or lifting our economic levels, but we must claim that our 
efforts have built for us, we believe, a richer and warmer social climate for 
our community—our people know one another better, are more intimately con- 
scious of our mutual problems and feel a greater and firmer sense of unity and 
community spirit in the area. 

We would welcome the helping hand of any Government agency in the volun- 
teer effort we are now engaged in to improve our community. 

Mr. Motrer. Mr. Chairman, Congressman Celler has indicated 
that he is authorized by the New York Democratic delegation to make 
a statement for that delegation on this bill, and if we should recess 
the public hearings before he is ready to testify, because he is now 
quite busily engaged in his own committee, I ask leave that his state- 
ment be made a part of our record. 

The Cuarrman. Without objection, that may be done. 

(The statement follows :) 


STATEMENT BY REPRESENTATIVE EMANUEL CELLER ON BE- 
HALF OF THE MEMBERS OF THE NEW YORK DEMOCRATIC DELE- 
GATION 


Mr. Chairman, on January 30, 1956, the entire membership of the 
New York democratic delegation introduced identical bills to reduce 
unemployment in economically depressed areas. In an era such as 
this, in which our country is enjoying high levels of national pro- 
ductivity and national income, and in which more people are enjoying 
improved living standards and a greater prosperity, we are confronted 
with the devastating fact that many areas throughout the land are 
faced with depressed economic conditions of appalling proportions. 
We introduced this legislation, mindful of the necessity to forestall the 
deleterious effects which might accrue, were we to permit this present 
load of unemployment to broaden and permeate our national economy. 

It is both inhuman and wasteful economically to sit idly by as some 
regions deteriorate. It has not been for want of trying that the 
depressed areas have been unable to revive their economy. Local and 
State efforts have, in most cases, not been sufficient to meet the totality 
of the problem, and reviving them may be a requirement for the sur- 
vival and health of our national economy. A depressed area inevi- 
tably affects the areas around it and can thus prove harmful to the 
business development of an entire State. No degree of national pros- 
perity is so sufficient that it can afford to ignore such pockets of dis- 
aster. These areas involve thousands of families who have little hope 
of finding employment, who live wholly on relief, and whose human 
morale and family conditions are fast deteriorating. Much of the 
difficulty has arisen from the decline of industries upon which they 
once depended for a living, and the lack of sufficient industrial replace- 
ment programs to make up for the jobs they lost. 
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This is a particularly favored time for us to develop the depressed 
areas in our midst. Our big industries are at a booming level. It will 
take a number of years for present capacity to meet the broadening 
demands for metals, aluminum, electronics, jet and rocket equipment 
our present society requires. With the increase of industrial progress 
and the growth of population, the need for more and more skilled 
workers, industrial buildings, additional transportation, becomes in- 
creasingly apparent. It is, indeed, an ideal time to rehabilitate and 
rejuvenate those areas where vital skills and human willingness seem 
to be drifting in a vacuum for lack of appropriate support. 

The question at issue is not one which can be solved by suggestions 
that families or business ventures move from a depressed area to one 
more favored at the moment. We are living in the twentieth century, 
and our physical expansion to the shores of the Pacific has been accom- 
plished. It is not for us now to leave areas of desolation, for we are 
in need of all our areas to permit the expansion that science has 
brought to the 20th century. 

It has been said that a program of rehabilitating depressed areas 
might serve to injure other areas. But experience has shown that 
revitalizing an area, enriches not only the area in question, but all 
areas surrounding it. The TVA and the Columbia River develop- 
ment, for example, have illustrated this fact amply. In own own 
State of New York, if the Mohawk Valley area is prosperous, New 
York City benefits immensely. The city becomes the market, the trans- 
fer point, the financial center, and often, the site of the offices of the 
plants in the valley. 

We cannot escape the fact that there is chronic unemployment in 
19 major labor market areas and in 64 smaller areas of the country. 
Moreover, there are also other small areas throughout the country 
which have never been classified by the Department of Labor. All 
such areas should be eligible for assistance in the legislation under 
consideration. 

Some form of Federal aid which can strike at the root of the prob- 
lem and supplement and coordinate local and State efforts to help the 
depressed areas is a necessity. The bills we have introduced would 
authorize loans and grants to aid in the construction of industrial 
plants in areas where excessive unemployment exists. Although we 
have defined a depressed area as a community in which it is deter- 
mined that 9 percent of the labor supply has been unemployed for at 
least 18 months, or at least 6 percent for at least 3 years, it is our view 
that any formula adopted should be sufficiently flexible to recognize 
the particular needs of labor-depressed areas. Joint efforts by Federal, 
State, and local groups should be made to alleviate the unemploy- 
ment by initiating programs of needed public facilities. Other forms 
of relief, such as technical and tax assistance, should be included in 
any adequate Federal program. We fully indorse the recommenda- 
tion that there should os an absolute prohibition in the legislation to 
withhold assistance to firms that move from one section or region of 
the country to the depressed community. The assistance must be 
limited to expansion purposes. To do otherwise will put a premium 
on depressing one area in order to aid another. 
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To stem the tide of unemployment as it exists today and offer con- 
structive aid to depressed areas is, we feel, of the utmost importance 
to our well-being and our national security. 

We wish to thank you for the courtesy of permitting us to submit 
this statement. 


Emanuel Celler on behalf of Victor L. Anfuso, Charles A. 
Buckley, Irwin D. Davidson, James J. Delaney, Isi- 
dore Dollinger, James G. Donovan, Lester Holtzman, 
Edna F. Kelly, Eugene J. Keogh, Arthur G. Klein, 
Abraham J. Multer, Leo O’Brien, Adam C. Powell, Jr., 
John J. Rooney, and Herbert Zelenko. 


The Cuatrman. He wants to appear personally, and if he can’t 
appear personally, we will have his statement ? 

Mr. Mutter. Yes, sir. 

The Cuarrman. If there is nothing further, we will adjourn, to 
meet tomorrow morning. 

We are going to have our colleagues here tomorrow morning. A 
great number of them have bills, and they all want to be heard. 

We thank you very much for the statement you made. It is quite a 
contribution. We will consider it when we go into executive session. 

(Whereupon, at 11:58 a. m., the committee adjourned, to reconvene 
at 10 a. m., Thursday, April 26, 1956.) 
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THURSDAY, APRIL 26, 1956 


Hovsk or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, yea CG. 

The committee met at 10:08 a. m., the Honorable Brent Spence 
(chairman) presiding. 

Present : Chairman Spence (presiding), and Messrs. Brown, Rains, 
Multer, O’Hara, Fountain, Mrs. Griffiths, Messrs. Vanik, Healey, 
W oleott, Talle, Betts, Mumma, McVey, Nicholson, and Bass. 

The Cuamman. The committee will be in order. 


STATEMENT OF HON. FRANK THOMPSON, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE FOURTH DISTRICT OF NEW JERSEY 


Mr. Tuompson. Mr. Chairman, I am Frank Thompson, Jr., from 
the Fourth District of New Jersey. 

I certainly appreciate very much the opportunity to appear before 
this distinguished committee today to discuss one of the most impor- 


tant problems facing our Nation in the field of economics, the so-called 
depressed areas. 

It is one which demands immediate and thoughtful consideration 
and action. 

I have prepared a statement here which I hope in perhaps some 
small way might offer my thoughts, and I hope that those thoughts 
might be of some value. 

I would like to cooperate fully with whatever solution the commit- 
tee in its wisdom arrives at, and I would pay tribute to the distin- 
guished chairman and to those on the committee who are giving this 
problem so much thought. 

I have, as you know, introduced a bill, H. R. 10443, and this is one 
of the measures before your committee this morning. My bill is a 
companion measure to S. 2663 offered in the Senate last year by Sena- 
tor Paul Douglas for himself and Senators Kefauver, McNamara, 
Humphrey, Neely, Murray, and Kennedy. Hearings have been held 
on this Democratic proposal to meet the problems of de arena areas 
in our country by the Senate Labor and Public Welfare Committee. 

The Cuamman. Your statement may be filed. I am sure the com- 
mittee will consider it when they go into executive session. 

As you say, this is an important problem, not alone for the de- 
pressed areas but for the Nation. It will need our best efforts to find 
some satisfactory solution. 


313 








314 AREA ASSISTANCE ACT OF 1956 


We are very glad to have your views and give us the benefit of 
your experience. I know you come from an area that is considered a 
depressed area. 


Mr. THompson. Thank you very much, Mr. Chairman. 
(The statement follows :) 


STATEMENT OF Hon. Frank THompson, JR., A REPRESENTATIVE IN 
Concress From toe Strate or New JERSEY 


Mr. Chairman, it gives me a great deal of pleasure to appear before 
this distinguished committee today to discuss one of the most impor- 
tant problems facing the Nation today in the field of economics—the 
so-called depressed areas. 

Recently, the Eisenhower administration has changed its tune re- 
garding necessary Government action in aid of depressed economic 
areas. They now admit the existence of such areas and that they do 
need help. I suppose that is progress of a sort, but it is my belief that 
the aid they propose to extend to the depressed areas falls into that all- 
too-familiar category—too little, too late. This is a most serious prob- 
lem for many of the people of our Nation, particularly those who 
live in what are called areas of chronic labor surplus. 

Much has been said, recently, both in the Congress and in the 
Nation’s press, about the economic plight of the farmer. Now I cer- 
tainly agree that the farmer’s situation is not good and has been get- 
ting steadily worse over the past few years. Much less is said and a 
still smaller amount is done, however, for the industrial workers in the 
textile industry or the miners in Pennsylvania and West Virginia 
who face not just declinnig income, but total loss of all income. These 
people need help now, and it would seem that the Federal Government 
is the only agency in a position to offer help to the extent that it is 
needed. For this reason, I regard the legislation which I have intro- 
duced on this subject to be of the utmost importance. The bill is a 
companion measure to one introduced in the Senate by Senator Paul 
Douglas. 

As I see it, this bill would go a long way toward meeting the needs 
of these unfortunate peoples. I should like to discuss very briefly 
what the bill proposes to accomplish. 

In the first place, the bill would establish a Depressed Areas Ad- 
ministration and an Advisory Committee consisting of the heads of the 
major Federal bureaus concerned with the various aspects of the prob- 
lem. Also, it would set up local committees in the affected areas to 
work with the Administrator in coordinating local and Federal activi- 
ties. The necessity for these agencies is, I think, perfectly apparent. 
Many Federal agencies take actions and institute policies which im- 
pinge on the whole problem. Clearly, coordination is necessary if 
duplication and waste of effort are to be avoided. This can best be ac- 
complished through establishing a central agency with responsibility 
for the overall program and giving them the benefit of the advice of 
the various bureau heads most conversant with various details of the 
problem. 

The local committees would insure the attention of the large central 
agency to the immediate needs of individual localities. These needs 
are certain to be complex and varied since the depressed areas them- 
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selves are scattered throughout the country and exist in a variety of 
industries. 

The bill includes an authorization for the loan or grant of a total of 
$200 million for the construction of industrial plants and public facili- 
ties such as hospitals, sewers, etc. This is one of the most vital provi- 
sions in the entire bill. Loans would be made under this provision to 
build needed industrial facilities in a given area of labor surplus to 
help the locality attract new industries and to give employment within 
the area. Already many communities faced with a depressed economic 
situation have taken steps to provide a program of this type on their 
own initiative. Such steps are indicative of the desire of the local 
communities to fight for their own well-being, and such action should 
be encouraged in every way possible. The granting of loans by the 
Federal Government would be a long step in this direction, because, 
in spite of all their efforts, many of these communities have been un- 
able—given their already poor economic position—to raise sufficient 
funds on their own to meet the needs of the situation. 

The provision for loans and grants for the construction of public 
facilities meets a different aspect of the situation. Entry of new 
industry into an area takes time, and time is precious to anyone al- 
ready out of work, for they face the miserable prospect of having to 
buy food and clothing without a sufficient income to provide them 
with the means todoso. Construction of needed facilities such as hos- 
pitals and sewers not only would provide such people with an imme- 
diate income, but, at the same time, would tend to make the town as a 
whole more attractive to employers considering erection of a factory 
or other facility in the neighborhood. 

Under this bill, the United States would also undertake to pay 
unemployment for an additional 13 weeks to workers in such an 
area beyond that provided for under the State unemployment com- 
pensation laws. The necessity for this provision surely must be ob- 
vious. When a community is faced with a sharp decline in its eco- 
nomic well-being, any action taken to alleviate or overcome the loss 
almost certainly will require a fairly long period to become effective. 
All too often, the situation, if it improves at all, does not improve 
in time to prevent numerous families from facing complete loss of 
income. Such families are then forced on the public relief rolls which, 
in turn, are only able to carry a limited portion of the burden. Al- 
ready many communities are at the end of their financial resources. 
extension of unemployed benefits is at best a stopgap measure de- 
signed to bring relief for a limited period of time, but it is, all the same, 
a very necessary lifeline to people very definitely in distress. 

A similar provision in the bill also is designed to offer a certain 
amount of limited relief for the immediate situation. This is the por- 
tion of the bill which would allow the Commodity Credit Corporation 
to distribute processed food to both homes and institutions in areas 
declared to be depressed. The same arguments used in support of the 
extension of unemployment insurance apply with equal validity to this 
provision. 

Finally, the bill includes several sections directly designed to pro- 
vide increased industry in the aifected areas. The bill directs the 
various departments of the Government to procure their supplies and 
services from local firms within depressed areas wherever such pro- 
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curement is possible. The Administrator of the Federal program is 
directed to provide responsible local agencies with technical infor- 
mation and assistance to enable them to encourage new industry to 
enter the area. The Federal Government is in a much better position 
to provide local communities with up-to-date, accurate information 
on the nationwide industrial picture than any local community com- 
mittee possibly could furnish. This would enable the individual lo- 
calities to go about solving their problems in the most direct and 
expeditious manner possible. 

One other provision in the bill remains to be considered. Under 
the terms of the bill, the Secretary of Labor is directed to establish 
retraining programs for unemployed workers and to cooperate with 
any existing programs of the States or localities. The merits of this 
particular program are undeniable. All too often it has been found 
that even when new industry does enter a depressed area, the new 
factory does not employ those who have lost their jobs, but rather 
brings in people from outside the area or hires its local employees from 
among the younger age group of the community. One of the major 
reasons for this is simply that many of the older workers have only 
one skill which is not transferable and may, indeed, hinder their ac- 
quiring a new one. Unless these workers can be retrained the problem 
of labor surplus itself cannot be solved. It’s as simple as that. 

That is the bill, Mr. Chairman. It attempts to tackle a very, very 
big problem. It cannot work, of course, without considerable coop- 
eration from both the States and the local communities involved. But 
neither can the States and localities solve it without the aid of the Fed- 
eral Government. It is a national problem. Such areas of chronic 
labor surplus exist and have existed for a number of years in 67 major 
and smaller areas located in 25 States and Puerto Rico. The existence 
of such sores on the economic body are the drain on the entire econ- 
omy. In my own State, New Jersey, Atlantic City, Long Branch, and 
Salem have all been listed as being in such economic difficulties. But, 
even in those areas of New Jersey not directly affected by this eondi- 
tion, the effect is felt. A staff member of the Senate Labor and Public 
Welfare Committee found, as a result of his investigation of unem- 
ployment in the Pennsylvania coalfields—one of the most hard-hit 
areas—that many of the unemployed who were in a position to do so 
were moving into industrial New Jersey in search of jobs. So long 
as the industrial areas of New Jersey are expanding, this is no great 
burden for the State. However, industrial expansion is not likely to 
continue at its present rate very much longer, or at least this seems to 
be the considered opinion of people who are experts in such matters. 
Now, if that be true what sort of burden will this place on the economic 
capacity of the State? Will it not tend to create unnecessarily great 
burdens both on other workers who must compete for a limited num- 
ber of jobs, and on the citizens of the State in general who will be 
forced to support an ever greater burden in the form of increased 
relief and unemployment compensation payments? If this situation 
exists in New Jersey, isn’t it reasonable to suppose it exists in other 
areas as well? 

Nor can we afford these pockets to exist because of the generally 
deadening effect any unemployment has on the whole economy. One 
of the principal reasons given for requesting urban support for farm 
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legislation is on just this ground. It applies equally well in reverse. 
Whenever and wherever unemployment exists, it hurts each and every 
one of us in a very direct fashion. It is a national problem and must 
be dealt with on a national basis. 

The Cuairman. Call the next witness. 

The Cierx. The next witness is Hon. Ivor D. Fenton, Representa- 
tive from the State of Pennsylvania. 

The Cuarrman. Weare glad to have you. You may proceed as you 
please. 


STATEMENT OF HON. IVOR D. FENTON, A REPRESENTATIVE IN 
CONGRESS FROM THE 12TH DISTRICT OF PENNSYLVANIA 


Mr. Fenton. I have a very short statement, Mr. Chairman, which 
I think outlines pretty thoroughly how we feel about the depressed 
areas. Mr. Chairman and members of the committee, I am Congress- 
man Ivor D. Fenton, representing the 12th District of Pennsylvania. 
I want to thank you very much for the opportunity of appearin 
before you in relation to H. R. 8555, introduced by Mr. Spence, cae 
similar bills introduced by several other Members in the House, 
including myself. 

1 appreciate this opportunity to add my support to these proposals, 
all of which have been introduced for the general purpose of helping 
areas of substantial and persistent unemployment. 

The President in his latest state of the Union message and in his 
economic report announced the principle that there is a responsibility 
in the Federal Government to help areas of substantial and persistent 
labor surplus in their efforts to solve their problems. This is clear 
despite the fact that the Nation as a whole enjoys a period of general 
prosperity. 

I know that you have had before you witnesses that have spoken 
at length in behalf of this legislation. The Assistant Secretary of 
Commerce, Hon. Frederick Mueller, went into great detail in explana- 
tion of the bill. 

Under Secretary of Labor, Hon. Arthur Larson, likewise spoke in 
favor of this legislation, as did Mr. Follin, a representative of the 
Housing and Home Finance Administration. 

Representatives of labor also testified before your committee, includ- 
ing Hon. Thomas Kennedy, vice president of the United Mine Workers 
of America. Mr. Kennedy resides in Luzerne County, in the anthra- 
cite coal region of Pennsylvania. 

I represent the 12th Congressional District of Pennsylvania, com- 
prising Schuylkill and Northumberland Counties, adjacent to Luzerne 
County, in the anthracite area, and in which the major reserves of 
hard coal are located. 

It would be repetitious for me to dwell on statistics already given by 
previous witnesses, and I will, therefore, try to give you some idea 
of our economic condition and the time and efforts given by the people 
of my area in trying to help themselves. 

We have witnessed the population of my district shrink over 40,000 
from 1940 to 1950. 

We have seen our major basic anthracite coal industry have its 
annual tonnage reduced from almost 100 million tons in 1919, in World 
War I, to around 30 million tons at the present time. 
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We have also seen the number of mine workers diminish from a 
peak of 179,679 in 1917 to less than 40,000 today. 

Now, the causes of all these decreases are well known to those of us 
from the hard coal fields. In fact, the Federal Government itself 
knows full well the condition in which our area finds itself, because, 
over the years, since I have been a member of Congress, I have brought 
to the attention of our various administrations the economic plight 
of the anthracite industry and the people dependent upon it for a 
livelihood. 

As a matter of fact, and the record will disclose, I have been suc- 
cessful in having a number of my proposals enacted into law to assist 
the anthracite industry and our people. For example, (1) Public 
Law 812, 77th Congress, which established the Anthracite Experi- 
ment Station; (2) Public Law 738, 88d Congress, which authorizes 
the appropriation of Federal funds to the Bureau of Mines to fight 
mine fires, and which eliminates the necessity of asking for special 
funds each year. The appropriations on this type of work over the 
last several years has saved over 200 million tons of coal from destruc- 
tion at a cost of less than 1 cent a ton; (3) Public Law 162, 84th Con- 
gress, which authorizes the Federal Government to appropriate 
$8,500,000 to match a similar amount from the State of Pennsylvania 
to dewater mines, for health and safety purposes, and to conserve one 
of the Nation’s greatest natural resources—Pennsylvania’s anthracite 
mines. 

While we have been trying to stay the continued onslaught of 
unemployment by helping to stabilize our anthracite mining industry, 
our people and our communities have been doing a splendid job m 
organizing in various ways, and indeed have succeeded in securing new 
plants in some communities and also expanding plants already there. 

Our people want to work, as is evidenced by the fact that thousands 
of them travel over 100 miles each day in commuting back and forth 
to work. Others are compelled to leave their families for the week 
and return home on the weekends. 

Our people cannot understand why a helping hand has not been 
extended them long ago as has been done by our Government to other 
segments of our economy. Neither can they understand why the 
Government itself permits, as Mr. Kennedy pointed out, the terrific 
influx of residual oil on the eastern seaboard, which displaced about 
36 million tons of coal last year. 

We have recommended that this excessive importation of residual 
or waste oil be curtailed or be placed on a proper quota basis. If this 
were done, it would help in keeping down our unemployment. 

In addition to the influx of foreign waste oil, we have been hurt 
by the “Big and Little Inch” pipelines built by the Government. We 
had no complaint to make when these pipelines were built because of 
their necessity to aid in winning the war. 

We did object to their being sold to the oil and gas industries after 
the war because we knew it would hurt our anthracite market. It 
did hurt us very severely, and the Government did assist the oil and 
gas industry in selling the pipelines to them. 

I cite these several instances about the plight of our basic industry, 
because our pleas fell on deaf ears, not only now, but for many, many 
years. 
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We have, in our various communities in my district, attempted to 
help ourselves, and have succeeded, as I said before, in securing some 
new plants, but we have reached the limit and we now look forward 
to the State and Federal Government to assist us. 

It is gratifying to me to see that this committee of the House and 
the Labor Committee of the Senate—before which I appeared on 
January 9 of this year—and our administration, has recognized the 
seriousness of excessive unemployment in certain areas and are trying 
to do something about it. 

President Eisenhower very correctly said in a recent speech that 
in his opinion, “America does not. prosper unless all Americans 

rosper.” 

The President is concerned about areas of chronic unemployment 
and is trying to do something about it. 

I therefore plead with you gentlemen to act favorably on H. R. 8555. 

Working together, we cannot fail in the interests of our people and 
our Nation. 

The Cnatrman. Thank you for your excellent statement. 

Mr. Fenton. I just want to say, Mr. Chairman, that we are not only 
an 8-percent unemployment area but we are almost 18 percent, and 
it has been chronic for years and years, and we certainly qualify as 
far as this bill is concerned. 

The Cuarman. Are there any questions? 

Mr. Mumma. Mr. Chairman. 

The Cuarrman. Mr. Mumma. 

Mr. Mumma. I would like, before Dr. Fenton gets off of the witness 
stand, to say that he had a good statement, and we all know that Potts- 
ville, which is your principal city—and the rest of your district, are 
trying to help themselves and are doing a good job. I believe if the 
Government would be able or in position to assist any time they need 
some outside help, it would be welcome and desirable. They have done 
a good job, Doctor. I mentioned it here yesterday. 

Mr. Fenton. Thank you very much, Mr. Mumma. You area neigh- 
bor of ours. 

Mr. Mumma. I am on the fringe of the anthracite distressed area. 

Mr. Fenton. You have a small area in the anthracite area con- 
tiguous with my district. 

Mr. Mumma. There are over 700 people in the Williamstown dis- 
trict working at Middletown Air Depot alone. They have to drive 
40 miles a day to work, each way. This is surely a help to this area. 

Mr. Fenton. Thank you very much, Mr. Chairman. 

The CuarmMan. We are very glad to have your views. Thank you 
for coming. We need all the help we can get to solve this problem. 

I want to say that some of the Members have said they couldn’t be 
present this morning, and if they desire to insert their written state- 
ments in the record, without objection, it will be done. 

Mr. Clerk, sall the next witness. 

The Cierx. Mr. Chairman, the next witness is the Honorable 
Brooks Hays, Representative from the State of Arkansas. 

The CHatrrMan. We are very glad to have you, Mr. Hays. 

Mr. Brooks Hays has returned to the committee, where he was once 
a very distinguished and very useful member. We listened to his 
views then and we will listen to them now, I know. 
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STATEMENT OF HON. BROOKS HAYS, A REPRESENTATIVE IN 
CONGRESS FROM THE FIFTH DISTRICT OF ARKANSAS 


Mr. Hays. Thank you, Mr. Chairman. 

I was just looking to see if there were any of my other colleagues 
present who were on the committee when I had those 8 happy years 
with you, and I am happy to see some. 

Mr. Mutter. I am sure if your colleagues knew that Congressman 
Hays was coming in, they would all have been happy to come in and 
hear him. We always enjoyed having him with us. We enjoy coop- 
erating with him in his other committee work. 

Mr. Hays. I am very grateful for the welcome. 

The Cuatrman. Nobody stands higher or is held in greater affec- 
tion than Mr. Hays on this committee. 

Mr. Hays. Thank you, Mr. Chairman. I am very grateful. 

I asked for an opportunity to be heard because I am eager to present 
the plight of the low-income farm people of my district, and of many 
other areas of the United States. 

I have been interested in this problem of low-income farm families 
for a long time and, while most of the problems relating to farm 
income are within the jurisdiction of the Committee on Agriculture, 
there is a certain appropriateness in this committee considering the 
agricultural situation in relation to the unemployment problem and 
the distressed areas that are generally within the industrial scheme. 

Now, that isn’t an innovation. The chairman remembers how many 
struggles we had with the Commodity Credit Corporation’s relation- 
ship to the agricultural structure generally, and so there is, as I have 
indicated, some logic in this committee considering rural problems. 

Something has been happening to the family-size farm. In many 
areas, they are in the low-income classification. 

The Cnatrman. Has the area in which the farm income is very low 
been designated by the Government as a depressed area ? 

Mr. Hays. Yes, sir. They do not use that terminology, I believe. 
I am not sure, but, Mr. Chairman, the Department of Agriculture 
has made some studies that are very enlightening, and I will include 
as an exhibit to my testimony, if the chairman will permit, some 
statistical studies that indicate that the Department of Agriculture 
does recognize the existence of this problem, and the Department has 
charted it very accurately on the basis of agriculture statistics and 
the census reports generally. 

The Carman. You may insert anything relevant that you desire 
in the record, without objection. 

Mr. Hays. Thank you. 

(The data referred to above is as follows:) 
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TABLE 3. ercentages of commercial farms classified as low-production farms, 
United States, and generalized areas of low-production farms, United States, 
1950 








| | 
| Total Esti- 
| Total : . small mated 
| een Small Small | family low-pro- 
Area mercial family scale and duction 
| farms | farms farms small- com- 
her | seale mercial 
| farms farms ! 
Se oe Ee Oe Se a ‘a eee Caer Bess bd 
| 
United States 100 | 24.2 19.1 | 43.3 37.7 
Total generalized areas. - 100 | 34.7 | 36.8 | 71.5 65.0 
Remainder of United States. _- : Mbecostll 100 | 18. 1 | 8.8 | 26.9 21.9 
Generalized areas: 

Southern Piedmont ‘ ee ee 100 | 36.3 7.5 | 73.8 66.5 
Cotton a: 100 | 33.1 | 46. 2 79.3 71.3 
Tobacco and general farming eon eo 100 | 41.0 | 24.7 65.7 59.8 

Coastal Plains....__-- ‘ ‘ 100 | 37.4 | 22.8 60. 2 55. 6 
Northern __ Sa ; innate 100 37.2 | 16.9 | 54.1 50.0 
SR SE SRE 10 | 7.5 | 28.3 | 65.8 61.7 

ce, Ee Sa SS 100 31. 2 | 52.2 | 83.4 78. 1 

Southern Appalachian Valley and uplands- -__- 100 30. 6 | 49.6 | 80. 2 72.7 

Appalachian Mountains and Cumberland 

(EERE ete SE ee 100 | 30. 4 | 48.7 | 79.1 70.0 

Interior plateaus and western coalfields_._.____- 100 33.6 | 35. 2 | 68.8 62.2 

Mississippi Delta cotton _._.______.__..-.....--.. 100 41.5 | 30.8 | 72.3 67.7 

Ozark-Ouachita Mountain and border_..--.----- 100 33. 6 37.8 | 71.4 62.3 

oo DO Re a ae 100 33. 2 39.8 | 73.0 64. 6 

Lake cutover SESE aes 100 | 37.0 20.5 | 57.5 49.1 
Mise ell: wneous areas __- sealcaee 100 34.0 | 30.3 | 64.3 55.1 

Atlantic coast truck and mixed farming _- isons 100 | 34.0 39.1 | 73. 1 65.1 

Gulf coast truck and mixed farming _--__- Fi 100 27.8 40.9 | 68.7 58.3 

Oklahoma-Texas cross timbers and prairies__ 100 31.4 | 7.6 | 59.0 50. 2 

North central New Mexico.-_.........-.-.-....-. 100 24.6 | 38.8 ‘< 63. 4 56.0 

' 














1 Farms with $250 to $2,499 value of sales in 1949 with the operator working off farm less than 100 days and 
farm sales exceeding the value of other family incomes. 


Source: Low Production Farms, Jackson V. McElveen and Kenneth L. Bachman, Agriculture Informa- 
tion Bulletin No. 108, Bureau of Agricultural Economics, U. 8. Department of Agriculture, June 1953. 


TABLE 7.—The size of net money income received by farm-operator families; 
South and non-South compared, 1949 


























7 . |rotal, United 
Item South | Non-South States 
Total number of families (thousands). ._............--..------ 2, 651 2, 729 5, 380 
Percentage by size of income: a 
ee cammanuaenteaesdkenaeind 41.0 15.8 28.1 
LS Se a ae pee 27.3 | 22.4 24.8 
$2,900 to $2,909 _......._.- Se a ee ee ae late 14.2 21.2 17.8 
Se ES Re ae Aa eee 11.5 | 25. 4 18.6 
ee bi ee EE SRS PRS 6.0 | 15.2 10.7 
| Rade Henge ae eee ree Riper erea ewes eee eee 100. 0 |. 100. 0 100.0 
Median income..---..-.......---- Os SE See — $1, 284 | ~ $2, 4° 470 $1, 867 
Average income: | 
TLE Ee en me ee. . ee: “a 1, = | 3, 544 2, 650 
ee Lennie tieaanne | 920 647 
eS a ee 1, 135 | 2, 303 1, 747 











Note.—Calculations based upon Farm and Farm People, GPO, 1952. 
Source: The Low-Income Problem in American Agriculture, W. E. Hendrix, ch. 7, United States Agri- 


culture: Perspectives and Prospects, The American Assembly, Graduate School of Business, Columbia 
University, 1955. 


Mr. Hays. Now, Mr. Chairman, if the committee would bear with 
me—and I certainly must not transgress; I fear that, since I am with 
old friends here and in an old environment, I may run away with 
myself, so please call me down—but if the committee would bear with 
me to that extent, I would like to refer to my history in connection 
with this problem. 
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Some years ago the distinguished Senator from North Carolina, 
Mr. Bailey, and I introduced a bill to promote what we called rural 
industries, processing plants that would absorb some of the surplus 
farm labor that resulted from mechanization in our areas. 

Unfortunately, in certain parts of the country it was misinter- 
preted. It had no connection whatever with the sectional competi- 
tion for industries. We had no thought of adding to sectional rival- 
ries, and we disclaimed it but, as I say, we never were able to rid our- 
selves altogether of that handicap that seemed to identify us with a 
sectional rivalry. 

I want to reiterate what Senator Bailey and I said at the time, and 
persisted in saying. I hope I am convincing on this point if no other. 
It is that we do not propose, those of us that are fighting now for a 
place in the sun for the little farmer, we do not propose to take away 
from any section anything that they have, and to the extent that this 
has industrial significance, it is with no thought of moving anything 
away from any community. Goodness knows, they need what they 
have, but I think in all fairness, the more advanced industrial commu- 
nities should agree that other areas are entitled to share in the indus- 
trial expansion of the country, and it is only to secure a proportion- 
ate share in new industrial development that I advance this idea of 
paying some attention to a problem area. 

Now, the bill as drawn, Mr. Chairman, does not do that. The bill 
has an industrial emphasis, and it properly and understandably takes 
into account the distress of the areas that I know have been dramati- 
cally pictured to this committee, and I join just as vigorously as I 
can in the plea to help those areas of the Northeast that have unem- 
ployment. One difficulty, however, is that what we call underemploy- 
ment has never gotten into the legislative picture. It does get into 
the agricultural statistics and it should come right into this legisla- 
tion from the procedural standpoint, because if the Government is 
to lend money for the promotion of industries, then we should see to it 
that that procedure is broadly enough defined and charted so that the 
farmers of the Ozark foothills, as an example, can come in to get a 
loan to promote an industry that will set up employment opportuni- 
ties for the people. 

Mr. Chairman, that is my story. 

Going back to the question that the chairman asked, I want to make 
reference to the Information Bulletin No. 108, from the Department 
of Agriculture, Bureau of Agricultural Economics, indicating that 
38 percent of the commercial farms of the United States are classified 
as low-production farms, defined as farms of less than $2,500 value, 
gross sales in 1949, when these figures were made, and the percentage 
of farm families receiving under a thousand dollars—think of it, 
receiving under a thousand a year, net money income, was 28 percent, 
with an additional 24 percent receiving between $1,000 and $2,000, 
and once again, I would like to point out that any increase that has 
taken place since these figures were accumulated has easily been offset 
by the rise in the cost of living. 

Mr. Winthrop Iockefeller was in Washington the other day—he 
is a constituent of mine, having moved to Arkansas some 3 years ago. 
He is a farmer; but certainly not a low-income farmer. He has built 
up one of the finest live-stock farms in the South. Mr. Rockefeller 
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is interested in the industrial development of Arkansas and upon in- 
vitation of the Governor became Chairman of the Arkansas Industria] 
Development Commission. Mr. Rockefeller shares my views about 
taking industries away from another section. He has opposed any 
measures that would be unethical or unfair, and he agrees that we 
should ask only for a proportionate share in the expansion of Ameri- 
can industry. He is interested in the little industries, and when we 
sat on his front porch on the mountain and looked down at a little 
town where there is a pickle plant, I said, “This is the kind of indus- 
try, Mr. Rockefeller, that I want to see Arkansas get.” It isn’t a big 
plant that adds huge payrolls, but a little cucumber processing plant 
that means that the people who want to stick to their little farms, that 
are being squeezed out of agricultural life, commercially, can find 
part-time employment. 

I hope this committee will find a way to approve that idea of part- 
time employment. I know there are some that insist that you should 
either be in a big commercial operation in agriculture or you should 
be a wageworker in industry. I don’t think so. I think that in this 
transition period, in this very difficult period, when the family-sized 
farm is struggling to survive against a large corporate farm operation, 
I think that if you can make your concession to that extent of seeing 
that a part-time employment is all right, you will be doing a good 
thing, and the pickle plant, therefore, gives to the farmers of my 
community, who are out of cotton, not altogether but who might well 
be out of cotton production, for they can’t survive under present con- 
ditions, it gives to them now a market at their coorstep for cucumbers 
that replaced cotton and not only that, but the young men and the 
young women particularly of those hill communities can go into 
Atkins, Ark., and find employment for 3 to 6 months out of the year 
that supplements their small farm income. 

It seems to me that that is a wise concession, it is a sort of middle- 
of-the-road approach to a human problem, and this committee has 
always been interested in human problems. The impression is that 
because we speak in terms of money and economics, that we are not 
concerned with these great social problems, and I wish the people of 
the country knew how thoroughly interested this committee and this 
Congress is in the human and social aspects of this problem. 

This problem cannot be solved by the Agricultural Committee. 
This Agricultural Committee could exercise perfect judgment and 
wisdom in the price policies for farm commodities and still you 
wouldn’t meet this problem. You could double the price of the cot- 
ton which this little farmer raises near Atkins, Ark., but if it is only 
a bale or two, you haven't hit the income problem, and it is income 
rather than price that has to be considered if you solve this great 
problem. 

Now, one other word about the history of my interest in the problem. 

Senator Flanders has joined me in proposing an amendment to cover 
the situation. His State of Vermont offers a northern counterpart 
to the Arkansas hill country situation, and since my friend, Mr. Rains, 
has come in, I am certain he would agree that parts of northern 
Alabama present much the same situation. 

I would like to leave a copy of the amendment which Senator 
Flanders and I have worked out with the clerk. Senator Flanders’ 
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staff tells me that they have worked with the Secretary of Agriculture 
in preparing the amendment, which would add this provision, and it 
gets to the question of definitions, the definition of a distressed area. 
You can’t reach it merely by defining unemployment. Congress 
should reach the problem of underemployment, and that is what my 
amendment would do, Mr. Chairman. It would add this language: 

On page 4 of the Chairman’s bill—is it 8555? 

The Crerk. Yes. 

Mr. Hays. On page 4 it would add and make available—it would 
add this new paragraph, numbered (3) : 

In the case of areas having a substantial percentage of the labor force en- 
gaged as farm operators, or workers on farms, or both, the Secretary of Agri- 


culture has determined from available income data and from surveys which 
may be deemed appropriate that— 


“(a) the family income within the area is substantially lower than the family 
income for the United States; 

(0) The cash income of farm families is substantially lower than the cash in- 
come of nonfarm families within the area, and 

(c) There is within the area a substantial amount of under-employment among 
farm families. 

Now, I think when you enlarge your definitions to that extent, and to 
put it in a capsule, take into account the problem of under-employment 
as well as the problem of unemployment, this committee, if it acts 
favorably upon the proposal to deal with the problem of a distressed 
area generally will render the country a great service, particularly 
those in the distressed rural areas whose markets have dried up, whose 
incomes have dwindled and who are no longer contributing units in 
our economic society. 

The problem is partly one of credit. Mr. Rockefeller said, reporting 
on the problem of finding available credit to promote the little in- 
dustries that I have described, “It is amazing how little credit there 
is in the area itself. We need the help of the United States Govern- 
ment,” and from the record of the Farm Security Administration in 
the old days when a similar problem on a larger scale was attacked, the 
record of repayment is so impressive that I am confident the Govern- 
ment would not lose money in this kind of venture. Now if it were ap- 
proached strictly from a business standpoint, it would be proved sound, 
but I have tried to rest my case upon the preservation of our human 
resources. 

My State has lost 120,000 population since 1950. Add to that the 
increase of births over deaths, and you have had a startling migration 
out of Arkansas. We lost enough people between 1940 and 1950 to 
lose a Congressman, and I regard that asa great tragedy. Some people 
wouldn’t perhaps. This is our story, Mr. Chairman, and I appeal to 
the committee to deal sympathetically with the problem that my peo- 
ple are constantly presenting to me, and I believe in all sincerity that 
this is a typical problem of at least a half-dozen large areas in the 
United States where our farmers are in trouble. 

I am very grateful to the committee for having heard me, and I 
apologize for having talked that long. 

The Cuarrman. You have made a very fine statement. 

Is that pickle plant a year-round operation ? 

Mr. Hays. Yes, sir. I believe that is correct. That is, there is 
activity there. Now, of course, there is heightened activity at certain 
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seasons, but I believe they have so geared their operations that they 
have to bring in some other commodities besides cucumbers for pick- 
ling, onions, and ee some that are not grown there, but the great- 
est activity is in the cucumber season. 

The Cuarrman. Their greatest activity is the season when the 
farmer is active ¢ 

Mr. Hays. Not strictly, sir. The plant operations are somewhat 
behind harvesting. 

The Cuarrman. What proportion of the employment is the local 
farmer? Do they have to draw their employees from other sources? 

Mr. Hays. No; they have imported no labor whatever. What you 
have has been an employment in Atkins instead of people moving to 
California. 

Mr. Brown. Just what would you expect the Government could do to 
start one of these projects? 

Mr. Hays. It could be making loans available to a small corpora- 
tion, or conceivably cooperatives. I think the Department of Agri- 
culture has assisted in drawing up this language, and at any rate, 
Mr. Brown, I would make available loans on liberal terms to small 
businesses that wanted to go into agricultural processing. That is 
the future, I think, of these areas within the South. where population 
losses are occurring. I think that it probably is in the processing of 
things that are grown right there. 

Mr. Brown. Isn’t that the reason why the Small Business Adminis- 
tration was set up? 

Mr. Hays. Yes, sir. That was within the purposes, but as func- 
tioning, the Small Business Administration does not meet this problem. 

The Cuatrman. The State of Kentucky has the same problem you 

have. When I came here, we had 11 Congressmen, and they reduced 
it to9. Now we have eight. But we had a witness here the other day 
who suggested that our unemployment situation might be met by mass 
migration of the people to other sections looking for jobs. I don’t 
think that would settle it, do you ? 
. Mr. Hays. I certainly do not. I hope we never have a situation in 
America when migration will be prevented, or that there will be any 
kind of pressures against the free movement of people, for I think 
that our economy requires flexibility, and certainly our national ideals 
require complete freedom of movement, but when we get down to the 
question of national policy and planning economic policies within the 
context of freedom, it is obvious that we ought to be trying to anchor 
people to their accustomed places. Policies should be designed to pro- 
duce stability of population, rather than that restlessness that puts 
so many people on the highways. It isn’t good for society. 

Mr. Ratns. Could I ask a question, Mr. Chairman ? 

The Cuatrman. Mr. Rains. 

Mr. Rats. I am sorry I didn’t get to hear the first part of your 
statement, Mr. Hays, but you possibly have contributed by bringing 
in a new problem to this bill, in my opinion. In doing a little research 
on the matter, I find there are 30 congressional districts in the United 
States in which this is a vital problem. 

I also find as a matter of fact that the bill which has been introduced 
at the suggestion of the administration was a suggestion in the Randall 
Commission report, having to do with exports, and so forth, and I 
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was of the opinion frankly that there were so many places in the 
United States—and I have some of the disaster areas, like the chair- 
man. Therefore I can speak from personal observation—but the 
problem of unemployment in certain areas in my opinion wouldn’t 
be sufficient to pass this bill when there are other areas that have by 
nature the very same things which this bill seeks to create, who have 
underemployment, as you so well stated, that is just as essential and 
vital as the man who once had a job and now is out. 

I say that you present—you give this bill a broader aspect, because 
there are great areas in America, not only in the South but elsewhere, 
cities and towns, that have all of the qualifications for an industry 
now but they never have had one, and as a result there is unemploy- 
ment or underemployment, is a better word. Like Mr. Brown; I 
was wondering just now, in recognition of the problem itself, just 
how the Government would go about doing this, and I asked Mr. 
Barkin, the research director of CIO, a number of questions the 
other day. He insists there is not to be any grants, but there is to 
be loans, such as you suggested. 

Then I asked him, and now I will ask you this question: 

Would the loans be made to people who are going to put the industry 
in and know how to operate it, or would they be made to just a coop- 
erative who in turn would get an industry ? 

How do you visualize that operation 4 

Mr. Hays. I visualize it as including both, but primarily private 
enterprise, as we generally define it. I think the language that is 
drawn, since I am building this as a lean-to, to the bill itself, is broad 
enough to cover cooperatives, but I have thought of it in terms of 
private enterprise, and since I have used my pickle plant as an illus- 
tration, I think I might just stick to that. 

That is a privately owned venture, making a little money. They 
did get some help. They appealed for investors to come in with 
small contributions. 

Now, there are just some opportunities down there that are just 
waiting for capital that isn’t available generally, and I am glad that 
you and Mr. Brown brought out that point. 

Mr. Ratns. You talk about the number of farmers who, because of 
various reasons in the South—mostly because of acreage controls, 
who are compelled if they have a decent income, to supplement it 
with work in plants. I would like to leave you this thought: 

In the city of Gadsden, Ala., in which I live, a city of 65,000 people, 
we have Republic Steel, Goodyear Tire & Rubber, and many in- 
dustries, 25 percent of the people employed in the mills in that town 
live on a farm, not inside the city. They are compelled to work in 
plants in order to implement the income which they once were getting 
on a farm. It is that type of fellow that you are talking about? 

Mr. Hays. Exactly. 

I would just emphasize two aspects of this bill, in relation to these 
people that I have described this morning, and that is, technical assist- 
ance and liberal Government loans. 

Now, it is ironic that we are spending millions for technical assist- 
ance in foreign countries, and yet when we find exactly the same type 
of need in certain islands of distress in our own country, we have no 
technical assistance that is comparable. The committee won’t mis- 
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understand me, I thing it is ignoble to set one interest against another, 
and certainly as a member of the Foreign Affairs Committee, I would 
not speak disparagingly of our technical assistance programs in other 
countries. 

Mr. Rarns. It is a pretty good rule that charity should begin at 
home. You will go along with that, won’t you? 

Mr. Hays. I certainly do. 

As Judge Kerr used to begin his speeches on civil functions in the 
House by quoting St. Paul, “If any provide not for his own he is worse 
than an infidel.” 

Mr. Nicnorson. What is that he said? 

Mr. Mctter. No personalities intended. 

Mr. Brown. Will the gentleman yield to me? 

Mr. Rarns. Yes. 

Mr. Brown. Off the record. 

(Discussion off the record.) 

The CuHatrmMan. We have several other witnesses. 

We are very glad to have your views. 

Mr. Hays. Thank you, Mr. Chairman. I certainly appreciate the 
time you have given me. 

The CnatrMan. We are always glad to hear from you. We hope 
you may come back often and give us your views. 

Mr. Clerk, you may call] the next witness. 

The Cierk. The next witness, Mr. Chairman, is Hon. John Saylor 
from the State of Pennsylvania. 


STATEMENT OF HON. JOHN P. SAYLOR, A REPRESENTATIVE IN 
CONGRESS FROM THE 22D DISTRICT OF THE STATE OF PENNSYL- 
VANIA 


Mr. Sartor. Mr. Chairman, members of the committee—— 

The CuarrmMan. You may proceed as you please. 

Mr. Sayvor. Mr. Chairman, I listened with a great deal of interest 
to Hon. Brooks Hays, and I sincerely believe he has presented to 
your committee an aspect of this type of legislation which heretofore 
has never come to my attention. I think it is one that should merit 
the serious consideration of the members of this committee. 

I am sorry that time was so short that you could not have continued 
with him, because I enjoyed his discourse. 

Mr. Chairman, as a representative of the District which has had the 
dubious honor of being listed regularly in the Department of Labor 
surplus labor directory, I feel particularly qualified to testify in be- 
half of H. R. 8555, and companion measures. 

After experiencing economic ups and downs for many years, the 
people of my district are convinced that legislation is vital for the 
protection of both the physical and mental well-being of our citizenry. 

I might point out that I have offered several bills similar to H. R. 
8555. One is H. R. 840, now before the Public Works Committee, 
which would provide for programs of public facilities construction to 
stimulate employment in areas having a substantial surplus of labor; 
another is H. R. 8220, before this committee, which will assist areas 
to develop and maintain stable and diversified economics by a program 
of financial and technical assistance. 
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Many of the residents of my district have missed meals at various 
times during the so-called general prosperity of the postwar period, 
Mr. Chairman. Many children have not only been undernourished ; 
they have also had to go to school without proper clothing on cold 
winter days. And homes have of necessity been badly neglected 
during these no-income periods. 

Our people are willing and eager to work. Our district is made up 
largely of families who through the years have provided the man- 
power for the development of the steel, coal, glass, and other industries, 
as well as for agriculture. We sent more than our proportionate share 
of men and boys to the battlefields of Europe and Asia, and many of 
them were not back home very long when they began to feel the shock 
of economic recession. In no case can the unemployment which 
stalked our industrial communities be attributed to a lack of ambition, 
industry, or determination on the part of our people. | 

Government policies are directly responsible for extinguishing the 
fires of some of our industrial activity, thereby setting off a chain 
reaction that eventually reached into our business houses. Thus the 
Federal Government should be eager to assume whatever obligation 
is involved in the proposed legislation before this committee—not only 
to compensate for past and current damage to our communities, but 
also to preclude the possibility of whatever future hardship might 
threaten. 

Most of the members of this distinguished committee are familiar 
with the economic havoc created in coal-producing and railroad freight 
centers by excessive oil imports. The impact has been felt in many 
States and the competition from foreign residual oil created ghost 
towns with many of the mines still not reopened. Not all the members 
of this committee were in concurrence on the manner in which our 
problems should be attacked. All understood that foreign oil compe- 
tition was having a severe impact on coal, but some felt that efforts 
should be made at placing our workers in other industries rather than 
chance a restriction on imports that might create diplomatic entangle- 
ments or have a detrimental effect on the Nation’s export program. 

The fact remains that the consequences of the Federal Govern- 
ment’s oil import policies have become generally recognized, and there 
is almost unanimous agreement that some provision should be made 
by the Government to alleviate whatever distress is inflicted as a con- 
sequence of our foreign trade program. The same conditions are 
applicable in reference to our glass and ceramics industries, and I am 
certain that Members from other districts can add a diversity of manu- 
facturers and producers to the list. 

When the Senate Subcommittee on Labor held hearings in my dis- 
trict on February 9, one point which I made at the time bears repiti- 
tion—and that is the serious social problem that was emerging out 
of the economic confusion brought on by what we believed to be in- 
equitable international trade policies. Within our communities, in 
the same blocks of the same streets, families whose income was taken 
away by foreign competition were depending upon surplus foods and 
the generosity of others for subsistence, while their neighbors em- 
ployed in occupations not affected by foreign trade were enjoying an 
unprecedented level of prosperity. Such a situation is highly detri- 
mental to community morale; it is one which can be offset by the type 
of legislation under consideration here today. 
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Mr. Chairman, in order to keep this testimony as brief as possible, 
I shall not review other Government policies which we feel are re- 
sponsible for economic displacement—temporary or otherwise. The 
fact is that we are living in an era of international unrest. Our guard 
is going to have to be kept up until the free world has been able to 
stomp out all of the incendiary actions set off by the Kremlin, or at 
least until the Red forces have been driven back into their post-World 
War confines. This readiness program requires industrial flexibility 
that is not common to normal peacetime progress. Our mobilization 
base requirements place demands upon industrial capacity and man- 
power that could otherwise be left to self-adjustment. Our vital in- 
dustries must be in a state of alert at all times. To maintain this 
standard may involve heavy investments on the part of our national 
Government; such investments, however, will constitute but a very 
small proportion of the overall cost necessary to safeguard our free- 
dom. I believe that the most economical method of providing the 
employment necessary to take up the lag in distressed areas is through 
matching funds. I hope that such a plan will be recommended by 
this subcommittee and eventually adopted by the Congess. My State 
of Pennsylvania has already authorized the expenditure of $5 million 
for assisting distress areas, and the Federal Government should im- 
plement additional financial help to our States and communities. 

In conclusion, Mr. Chairman, let me refer back to my opening 
statement in which I stated that the proposed legislation is vital to 
both the physical and mental well-being of our people. The first 
instance needs no explanation. Our families cannot have physical 
strength without proper nourishment; proper nourishment is Hnpos- 
sible unless there is adequate family income. Mental comfort and 
health are impossible if one must constantly work about insecure 
employment conditions. Business is better in western Pennsylvania 
today than it has been since the decline of the postwar industrial ac- 
tivity first set in. Nevertheless, we still have hundreds and hundreds 
of unemployed persons in our midst. Distressed area legislation will 
make it possible for thern to return to work. In addition, it will set 
up the machinery to provide assurance for those families who cannot 
forget the periodic recessions that have caused so much discomfiture 
in their homes in the past years. The machinery installed by this 
legislation will offer new hope for these people who will find solace 
and security in the knowledge that this machinery is there, ready to 
operate, and with the capacity to be speeded up to absorb surplus labor 
whenever the situation calls for such action. 

Thank you Mr. Chairman, for giving me the opportunity to testify 
here this morning. I cannot emphasize too strongly that this legis- 
lation is badly needed in my district and similar pocket areas through- 
out the United States. It is my honest hope that this committee will 
provide a piece of legislation that meets the criteria so that my dis- 
trict and others can again be revitalized. 

The Cuatrman. We thank you for your contribution. You have 
made a very excellent statement. If there are no questions, call the 
next witness. 

The Cierx. The next witness is Hon. James E. Van Zandt, Repre- 
sentative of Pennsylvania. 
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STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Van Zanpr. Mr. Chairman and members of the committee, it 
is a pleasure to have the opportunity of appearing before this com- 
mittee in support of legislation to provide Federal assistance to de- 
pressed areas. As you probably know, over a period of years I have 
sponsored legislation on this subject. However, today I am appear- 
ing in support of my bill, H. R. 8223, which I introduced on January 
9, of this year. 

In my opinion, H. R. 8223 is an improvement over the bills intro- 
duced previously in the 83d Congress and during the 1st session of 
this Congress. ; 

H. R. 8223 is a bill to assist areas to develop and maintain stable and 
diversified economies by a program of financial and technical assist- 
ance and for other purposes. In a few words, the bill provides a $50 
million revolving fund for making loans in areas of substantial and 
persistent unemployment for industrial-development projects worked 
out on a local level and approved by the State. 

The loans would be used for (a) preparing land for industrial use, 
(5) constructing new factories, (c) and modernizing old factories. In 
addition, a fund of $114 million would be authorized to provide techni- 
cal assistance, including studies evaluating the needs of and develop- 
ing potentialities for economic growth in such areas. 

My interest in legislation of this type stems from the fact that I 
represent a congressional district in Pennsylvania whose economy is 
dependent upon the coal and railroad industries. Years ago substi- 
tute fuels and modernization of railroads gave indications that un- 
employment would result in those two basic industries. World War 
II and the Korean war simply postponed the day of reckoning. How- 
ever, following World War II and until the Korean conflict, unem- 
ployment became a vexing problem with the Korean war absorbing 
the unemployed until a truce was declared. 

Since the end of the Korean war, the stark specter of unemploy- 
ment again began to rear its ugly head and for a period of over 
several years 18 percent of our employables were unemployed with 
the result that the United States Department of Labor classified my 
congressional district in group 4-B because of having a very sub- 
stantial labor surplus. This condition brought hardship and suffering 
to thousands of good Americans. 

During the period when my congressional district was classified in 
group 4-B, thousands of my constituents were forced to exist on un- 
employment insurance, and when their eligibility fox such benefits 
expired they were compelled to rely on public assistance. To supple- 
ment the small benefits received through the public-assistance pro- 
gram, thousands of them received surplus commodities, and it may be 
of interest to you to know that at one time nearly 30 percent of the 
residents of my congressional district were eligible to receive surplus 
food. Words are inadequate to explain the hardship and suffering 
caused by this unemployment. 

Mr. Chairman, I am happy to report that we have experienced a 
marked recovery in my congressional district to the extent that un- 
employment varies between 6 and 8 percent of our employables. This 
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unemployment can mostly be found in one of my counties whose basic 
industry is coal. It truly represents a pocket of unemployment that is 
distressing in its effects. 

At the present time, over 36,000 of the residents of this particular 
county or about 40 percent of the total population are eligible and are 
receiving surplus commodities. This is truly a blighted area that is 
in need of the assistance that would be provided under my bill, H. R. 
$223. 

While there are smaller areas in my congressional district that rep- 
resent pockets of unemployment, yet I want you to know that every 
single community in my congressional district faced with unemploy- 
ment organized, some years ago with my assistance, an industrial de- 
velopment committee. 

These committees were financed by the local citizens who, in addi- 
tion to cash contributions, gave freely of their time and effort to bring 
new industries to their communities as a means of providing employ- 
ment. 

These industrial development committees have been instrumental 
not only in attracting new industries to my congressional district 
but by their activities and their faith in the future have created an 
atmosphere of hope and confidence with the result that in the last 
2 years existing and new industries have increased the industrial 
capital i inv estment in that area by over $100 million. These industrial 
development committees are to be commended for the leadership they 
have provided in trying to solve the unemployment problem. 

While not all of the communities have been successful, we can point 
with pride to the fact that hundreds of new jobs, have been created in 
the central Pennsylvania area through community effort. 

Outstanding in the effort is the city of Altoona, Pa., where through 
the Altoona Enterprises, Inc., a subsidiary of the Altoona Chamber 
of Commerce, to date 10 new industries have been secured represent- 
ing employment for 3,500 persons with an increased annual payroll 
for the area of approximately $15 million. 

The $750,000 contributed by Altoona residents to finance this effort 
represents contributions on the part of a cross section of Altoona’s 
»opulation. In addition, it was necessary to borrow funds from the 
ocal banks. At this moment, the Altoona group has exhausted its 
borrowing capacity and this is a specific instance where my bill, H. R. 
8223, will be of assistance. 

Besides praising Altoona, Pa., I should like also to commend Cur- 
wensville, Coalport, Clearfield, Du Bois, Tyrone, Philipsburg, Mar- 
tinsburg, and Houtzdale, because these communities are also pulling 
themselves up by their own bootstraps. 

Even though the unemployment situation has improved, we still 
have pockets of unemployment that cannot be ignored ; hence, we have 
a long, hard road ahead of us to build a stable and diversified economy 

capable of meeting the menace of unemployment. 

Mr. Chairman, our experience in the central Pennsylvania area has 
convinced us that we cannot do this job alone. If we are going to lick 
these little depressions that stem from pockets of unemployment, we 
need State and Federal assistance in coordinating our efforts. 

Already the Commonwealth of Pennsylvania has enacted a $5 mil- 
lion industrial-development program to aid communities in their ef- 
forts to attract industry. All that is left to be done is for Congress 
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to implement the State action by enacting my bill, H. R. 8223, which 
will provide Federal assistance to distressed areas. 

Mr. Chairman, the people whom I represent are good Americans, 
thousands of whom have suffered as the result of distress in the coal 
and railroad industries. Modern-day progress in these two industries 
brought about this distress. By the facts that I have given you, my 
constituents without Federal or State financial aid have given of 
their own money as well as of their own time and effort to lick this 
economic problem. As I have stated, some progress has been made 
down the tang hard road, but they need a helping hand to attain their 
objective. 

Mr. Chairman, in concluding this statement and speaking for the 
people of my congressional] district, if this Congress will enact a pro- 
gram similar to the program contained in my bill, H. R. 8223, I am 
confident that economic stability will be restored to the blighted 
areas of my congressional district and these little depressions result- 
ing from pockets of unemployment will be a thing of the past. 

Thank you, Mr. Chairman. 

The Cuarrman. That was a fine statement, Mr. Van Zandt. I am 
sure it will be considered by the committee. 

Mr. McVey. Mr. Chairman, may I ask a question? 

The Cuarrman. Mr. McVey. 

Mr. McVey. I would like to ask one question of Mr. Van Zandt. 
I am very much interested in your statement. What is the difference 
between your bill and H. R. 8555, which we are considering? 

Mr. Van Zanpr. I think it is similar. If my memory serves me 
correctly, the chairman informed me once that he had introduced the 
administration bill, as I did. 

Mr. McVey. How much money is provided in your bill? 

Mr. Van Zanpr. The same amount; I think $50 million. 

Mr. McVey. Thank you. 

The CHatrMan. We thank you very much, Mr. Van Zandt. 

Mr. Van Zanoprt. Thank you. 

The CuarrMan. Call the next witness, Mr. Clerk. 

The CrerK. The next witness, Mr. Chairman, is the Honorable Carl 
Perkins, Representative from Kentucky. 

The CuarrMan. We are glad to have your views. 


STATEMENT OF HON. CARL D. PERKINS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KENTUCKY 


Mr. Perkins. Mr. Chairman, members of the committee, the Sev- 
enth Congressional District, perhaps since 1953, has been one of the 
worst depressed areas of the whole country. The economy there pri- 
marily is dependent upon the welfare of the coal industry, and during 
the year of 1953, approximately one-third of the mine operations in the 
whole area closed down completely. I know that is difficult to visual- 
ize, since the Government is spending so much money for defense 
purposes. 

One-third of the coal miners in eastern Kentucky are still unem- 
ployed, and the district that I represent happens to be a district that 
produces some of the best metallurgical coal in the whole world, and 
we have not only the best metallurgical coal, but any types and all 
grades of coal are prevalent in that area, particularly steam coal. 
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Now, this area, the whole area in eastern Kentucky, was classified 
by the Department of Labor in July 1953 as a critical and distressed 
area. 

We tried to get some assistance, get some concessions from the Gov- 
ernment through the coal-purchase program, and I think we got some 
orders to the extent of about a couple of millions—the entire State of 
Kentucky—to try to help alleviate this condition, but it is the respon- 
sibility of the Government to provide legislation to help these de- 
pressed areas, such as the eastern Kentucky area, and that is the reason 
{ appear there this morning in support of this legislation. 

Now, the bill that I introduced goes considerably further than the 
bill you are conducting hearings on. In fact, I introduced a bill very 
similar to the Douglas bill, because I believe that it is going to take 
some real aggressive action on the part of the Government if we are 
going to do something for these critical areas. I know that many of 
the utilities on the eastern seaboard that used to purchase our coal pur- 
chased the residual oil from Venezuela, and it was more or less just 
a dumping program, because they could always buy this black waste oil 
cheaper than they could buy coal. They brought it into the ports on 
the eastern seaboard in foreign-flag vesssls most of the time and it was 
so unrestricted that it certainly interfered with the coal production 
all over the country. 

Be that as it may, where we have these areas that are depressed and 
are solely one-econemy communities, every effort should be made to 
alleviate those conditions, to make those communities and areas at- 
tractive for other industry, and I feel that the legislation, although 
I don’t think it goes far enough, just furnishing some money for tech- 
nical assistance and know-how; so far so good, but I believe that the 
Congress should go further in these areas where we are handicapped 
from lack of improved navigational facilities, and industry will prefer 
not to come into the area because of the lack of modern facilities and 
conveniences, and lack of a good highway system, that the Congress 
should begin to move and not let these areas suffer and continue to suf- 
fer by the lack of initiative on their part. 

That is just what has happened in the area that I am privileged to 
represent. I have the unemployment figures here to show you. We 
have one of the highest insured unemployment rates, and have had, in 
the Nation, to back up the statement I have just made. 

It is a great pleasure for me to come here and ask the committee to 
report out a bill at the earliest possible date in order that we might 
do something for these critical areas. The legislation is long over- 
due, and I for one intend to enthusiastically support the best type of 
legislation to give some results to these distressed areas. 

Mr. Chairman, with your permission, I want to ask unanimous con- 
sent that I insert in the record a prepared statement in lieu of the re- 
marks and observations that I have just made. 

The CuarrmMan. We are very glad to have your views, Mr. Perkins. 

(The statement follows:) 


STATEMENT oF Hon. Cart D. Perkins, A REPRESENTATIVE IN CONGRESS 
From THE Strate or Kentucky 


The Nation’s economy continues at a high level with a production 
rate approaching an alltime record of $400 billiona year. The overall 





sified 
‘essed 


Gov- 
some 
ate of 
spon- 
e de- 
eason 


n the 
| very 
» take 
ye are 
ny of 
| pur- 
s just 
ste oil 
rts on 
it was 
iction 


d and 
ide to 
as at- 
10ugh 
tech- 
at the 
rpped 
orefer 
$ and 
gress 
o suf- 


red to 
We 
ad, in 
tee to 
might 
over- 


ype of 


$s con- 
he re- 


rkins. 


VGRESS 


uction 
verall 








AREA ASSISTANCE ACT OF 1956 335 


picture is bright, but numerous areas and industries are not receiving 
an equitable share of the Nation’s prosperity. Even that great motor 
metropolis of Detroit is suffering from a serious unemployment prob- 
lem. The conditions in New England textile areas are critical and 
the coal industry has shown only a slight recovery from the depression 
levels of 1953. 

In my own State of Kentucky, which as a whole has shown a 
tremendous industrial growth during the past 5 years, we find the 
35 eastern Kentucky counties, comprising the major coal region of 
the State, experiencing a disastrous drop in industrial activity. The 
number of workers covered by Kentucky’s jobless-insurance law in- 
creased approximately 9 percent from 1950 to 1955, but the number 
of miners employed in these 35 eastern Kentucky counties dropped 
from 47,000 to 25,000 during the same period. In fact, the total 
number of workers covered by the State unemployment-insurance 
program in these 35 counties dropped from 85,000 to 66,500 between 
1950 and 1955. During the same period the total wages paid in this 
area dropped from $60 million to $5114 million. The population 
of these 35 counties dropped from 900,000 to 770,000 during this period. 
Thousands of persons are leaving the area each year searching for 
employment. The outmigration from Pike, Floyd, Perry, Bell, and 
Letcher Counties has been more than 1,000 a year each since 1940. 
In Pike County, which now has a population of approximately 75,000, 
at least 1 family in each 5 has left the county since 1940. The major 
portion of this outmigration has been to northern industrial centers 
such as Detroit. A drop in employment such as Detroit is now ex- 
periencing adds to the depression problems of eastern Kentucky. 
Many of Detroit’s unemployed cannot profitably go south for either 
winter or summer as south to them means eastern Kentucky, where 
job opportunities are at their lowest ebb since the early 1930's. 

I use this eastern Kentucky area as an example of the problem 
faced in many other areas whether they be in New England, Penn- 
sylvania, Illinois, Wyoming, or any other section of the country. 

hey are victims of the postwar boom, forced to meet the higher cost 
of living with a lower income. Many of the boom areas have been 
made by Government-sponsored activities and defense spending. It 
is my considered opinion that plans should be developed to maintain 
the industrial and economic activity of all areas of the country with a 
specific Government program designed to alleviate the distress in 
those areas which have been bypassed in the development of a war- 
time and defense economy. This eastern Kentucky region which has 
been certified as an area of critical unemployment for the past 3 years 
contains billions of tons of coal reserves, including much of the finest 
metallurgical coal in the country. Many mines in this area are noted 
for their efficient methods of operation and the production cost is 
low. The real problem is the transportation cost, which can be over- 
come by the providing of water transportation. In fact, the canaliza- 
tion of the Big Sandy River son reopen the markets for the 
metallurgical coal in Pittsburgh and for domestic coal all along the 
Ohio River, including the new plants to provide power for the atomic 
plant at Piketown, Ohio. This area, rich in natural resources and 
oversupplied with experienced workers, continues to face economic 
distress during this prosperous period because it has received few 
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defense contracts and no major public-improvement programs. It is 
time that action be taken by Congress to establish an agency with 
authority to take steps to equalize the economic opportunity in this 
and every similar area in this country. 

The etfect of the Government purchasing program which approxi- 
mates 20 percent of the national expenditure has become a major 
factor in our industrial life. The concentration of defense contracts 
in any one area in itself constitutes a local boom. At the same time, 
those areas which fail to receive the benefit of such Government 
purchasing rapidly become depressed economic areas. 

A major function of the Depressed Areas Administration should be 
to equalize or at least to alleviate the depressing effects in those areas 
which fail to receive a reasonable portion of the Nation’s defense 
contracts and other Government activities. Grants and loans for 
public construction of such facilities as water conservation and flood- 
control projects; public power developments; improved transporta- 
tion, including both highways and waterways; public school construc- 
tion and technical assistance in the development of new industries 
can do much to improve the economic opportunities in such areas. 

The development of new industries can also be encouraged by a 
rapid tax amortization program. A vocational retraining program, 
as a cooperative project between Federal, State, and local agencies, 
is a necessary step in the revitalization of the industrial activity in any 
community. These and other essential steps may be developed by a 
Depressed Areas Administration. 

The CrarrmMan. I know what you say is no exaggeration. There 
is a very bad situation in eastern Kentucky. 

Mr. Perkins. I want to thank you very much for the privilege to 
appear. 

The Cuarrman. Call the next witness. 

The Cierx. The next witness, Mr. Chairman, is the Hon. Bernard 
W. Kearney, Representative from the State of New York. 


STATEMENT OF HON. BERNARD W. KEARNEY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Kearney. Mr. Chairman, I want to thank the Chairman and 
the Members of the committee for their courtesy in extending me this 
time this morning, and I am speaking not only in connection with 
H. R. 8994, the bill introduced, but also the companion bills along 
the same lines. 

The 32d Congressional District of New York, the district which I 
have had the honor to represent for the past seven terms, has been 
designated as a distressed or critical area by the United States De- 
partment of Labor. We have been witnessing the slow-but-sure cut- 
off on the employment rolls, particularly resulting from defense in- 
stallations in Schenectady, N. Y. In that city is located the Scotia 
Naval Depot and the Army Depot at South Schenectady, N. Y. 

Going back a few years, the Navy Depots top employment figures 
were somewhere between 1,600 and 1,800 employees, and during the 
past few years, up to the present time, there are now approximately 
a little over 700 employees employed there. 

The Army depot at Schenectady had 3,139 employees, but now 
employ only about 2,156. 
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Many of our people in the area of Schenectady have worked in 
the past at the Watervliet Arsenal at Watervliet, N. Y., and they, too, 
have suffered from layoffs during the preceding years. 

I have in my possession telegrams which, with the consent of the 
chairman, I ask unanimous consent to insert in the record from the 
various union leaders in the area, showing the employment figures 
of the various plants. 

The CuarrMan. They may be inserted in the record. 

(The letter and telegrams follow :) 

KEMPF BuICcK, INC, 
Amsterdam, N. Y., April 24, 1956. 
Hon. BERNARD W. KEARNEY, ; 

House Office Building, Washington, D. C. 


DEAR Sir: Since writing you on April 11 regarding your bill H. R. 8994, 
“Technical and Financial Assistance in Critical Areas,” I have additional infor- 
mation of which you may wish to use in any way you may see fit. 

In April 1955, there were 1,768 on the unemployment claims load. In April 
1956, the claims load is 1,550. In April 1955, there were 2,900 persons unem- 
ployed or 11.8 of our workable forces were out of work. The present indication 
is that our labor forces have dropped considerably due to people moving out of 
the community and the picture is expected to run better than 10 percent of our 
people unemployed. 

Please bear in mind that in the textile business there is always an up and 
down in the claims load. As an example, in September 1955 there were 400 
sewing-machine operators out of work and today there are none out of work. 
This could very well reverse itself during the summer month. 

We find in our survey work that many of our male employees are working in 
Connecticut and Massachusetts and coming home weekends. This would also 
drop the claims load but it still leaves us with a great number of people having 
to find employment elsewhere. 

Since April 1955, an accurate check shows that 280 families have moved directly 
out of Amsterdam. It is safe to say that this could be multiplied by 3 making 
740 having left our community because they could not find work here. 

We expect that with the factory unemployment condition the way it is at 
present, additional persons are going to be laid off in stores, restaurants, ete., 
because the money being spent is greatly reduced. 

In our own business sales are down one-fourth over last year for the same 
period and over one-third from the year previous, even though we are stepping 
up sales effort, advertising, and every other means to obtain business. 

There are many small industries, 50 to 100 men, that would like to move from 
tight labor areas and come to Amsterdam, but they lack the moving capital to 
do so. In many instances, this capital requirement is a matter of $50,000; how- 
ever, their statements do not show a net worth of sufficient amounts to permit 
banks or other loaning agencies to loan this capital, therefore it becomes risk 
capital. Many of them are sufficiently sound enough and have been in business 
long enough to warrant such loans. 

I hope that you are successful in getting your bill passed, as I assure you that 
there is a great need for the thing that you are attempting to do. If some sort of 
assistance doesn’t come reasonably soon, I can assure you that many additional 
businesses will fold up because of our lack of jobs for the unemployed. 

Sincerely, 
Kari M. Kemper, President. 


Also president of Industries for Amsterdam, Inc.; director of Empire State 
Chamber of Commerce; and past president, Amsterdam Chamber of Commerce. 


AMSTERDAM, N. Y., March 24, 1956. 


Congressman B. W. KEARNEY, 
House Office Building, Washington, D. C.: 
The Amsterdam joint board TWUA is requesting your support of the Douglas 
bill referring to distressed areas. We still have 1,700 people unemployed and 
we feel that the passage of this bill will be of great help to Amsterdam. 


FreD KROKENBERGER, 
Business Manager. 
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ScHENEcTADY, N. Y., March 25, 1956. 
Hon. Bernarp W. KEARNEY, 
House Office Building, Washington, D. C.: 


Employment at the General Electric plant in Schenectady is 6,200 less than 
it was January 1, 1954. This reductien of jobs was gradual over the 24 menéths’ 
period and was the result of moving some of the departments to smaller com- 
munities. Under the decentralization plan of General Electric there will be 
1,200 more displaced from their present jobs this year (1956) as the result of the 
industry control, department moving to Roanoke, Va., and the porcelain depart- 
ment moving to Baltimore, Md. 

JAMES J. COGNETTA, 
President, Local 301, IUE-AFL-CI0. 


AMSTERDAM, N. Y., April 24, 1956. 
Congressman BERNARD W. KEARNEY, 
House Office Building, Washington, D. C.: 

Please accept my apology. I was misinformed of the bill that was up for con- 
sideration. I am wholeheartedly in support of your bill, H. R. 8994. I was in- 
formed by Mr. Karl Kempf of its contents and I am sure it will aid our distressed 
community. 

FRED KROKENBERGER, 
Business Manager, Textile Workers Union of AMA. 





SCHENECTADY, N. Y., April 25, 1956. 
Hon. Bernarp W. KEARNEY, 
House Office Building, Washington, D. C.: 
Employment at American Locomotive Co. in Schenectady reduced from 6,500 
in 1954 to approximately 3,100 at present. 
S. MoORREALE, 
Recording Secretary, Local 2054, United Steelworkers of America. 





ScHENEcTADY, N. Y., April 25, 1956 
Re employment status American Locomotive. 
Hon. Bernarp W. KEARNEY, 
House Office Building, Washington, D. C.: 


Add to previous figures 700 salaried laid off during same period; 3,500 were 
factory only; total 4,200. 

S. MorreEALE, 
Recording Secretary, Local 2054, United Steelworkers of America. 

Mr. Kearney. Along with the situation in Schenectady, I want to 
speak of the glove center in Fulton County, N. Y., namely, Johnstown 
and Gloversville, N. Y., where much unemployment has resulted. 
due to the fact that American workers cannot compete with the im- 
port of foreign-made gloves, whether they be of leather, made in 
Europe, or wool gloves made in Japan. 

Now, let me speak particularly of the situation in Amsterdam. 
Montgomery County, N. Y., which is the most serious. 

In 1953, January, with unemployment at approximately 1,006 
people, the Amsterdam Chamber of Commerce started to investigate 
what could be done to supplement Amsterdam’s 2 major industries 
the 2 carpet mills, the Mohawk and the Bigelow-Sanford, with severa: 
small diversified industries. 

By October 1, 1953, it was decided that the best way to prove tc 
interested industrial prospects that Amsterdam was a united com: 
munity and wanted them to settle there, and the best way was to rais 
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$250,000 to build a 50,000 square-foot building and offer it on a lease- 
or-purchase basis at cost. 

In the meantime, unemployment grew steadily worse, caused by 
cutbacks in defense orders that were being currently done at 
Watervliet and Schenectady, N. Y., plants, where between 2,500 and 
3,000 Amsterdam residents had been working for a period of several 

ears. 
‘i By December 11, 1953, the Department of Labor released to the press 
the following, in brief: 

Unemployment filings are at 2,049 compared to November 13 filings 
of 1,430. To be added to this load are approximately 500 other persons 
not covered by the provisions of the State unemployment insurance 
law, but who are soalinas jobs. 

By March 1, 1954, with employment steadily growing worse, a self- 
help drive was started to raise $250,000 in donations. 

n April 7, 1954, the drive reached $270,000, and by the end of 
April, had exceeded $300,000 in pledges. 

This was proof to any industry that the people of Amsterdam were 
sincere in their desire to welcome any small industry, let us say, ten 
to fifteen hundred employees, to their community. 

By November 30, 1954, with employment still getting worse—at this 
time there were 3,600 unemployed—a 140-acre plot had been pur- 
chased by industries for Amsterdam, Inc. That was the group that 
took over this critical proposition. Ground was broken for the first 
expandable type industrial building. . 

y the end of December 1954, many persons had been laid off in 
other defense plants, and families were packing up and leaving Am- 
sterdam to find work elsewhere. 

Over the period of the last 25 years, Amsterdam had no natural 
population or industrial growth, but had stood still. 

During the war years, no Government or private war plants were 
built with the consequent result that no buildings of modern type were 
available to attract new industry. 

At this time, Amsterdam was hit a hard blow on January 29, 1955. 
The second largest major industry, namely, the Bigelow-Sanford Car- 
pet Mills, announced that it was consolidating its local plant with 
one in another State. This meant the loss of 2,500 more jobs by the 
end of 1955, in a community of 32,000 population. 

In October of 1955 the following were employed : 

Manufacturing, 8,350; nonmanufacturing or other fields, 6,000. 

At that time there were 3,150 unemployed in Amsterdam. 

Within a 17-mile radius there were 7,300 unemployed, and within a 
34-mile radius there were 15,200 people unemployed. 

As soon as the Bigelow-Sanford Co. has completed its moving job, 
this city total of unemployed is expected to reach closely between 4,500 
and 5,000 persons. 

This, of course, will include 200 families who have left or moved to 
other lecalities, where work is available. 

There is a steady decline of business. Each month store buildings 
become vacant, and other persons are thrown out of work. With this 
business decline, merchants lay of employees, and others are added to 
the unemployment problem. 

Factory payrolls in November of 1955 have declined 12.5 percent, 
compared with the same period 1 year ago. 
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Factory employment declined 11 percent over the same period, 

It isexpected that the December figure will be worse. 

Relief cases were up 6.5 percent over the same period last year. 

Building permits in the year 1955 were one-half of those in 1954. 
This is only a small picture of what can happen to a city when it loses 
industry, and unless new industry moves it, this can grow worse. 

In the past few months we have interviewed or communicated with 
over 100 prospects that would like to either expand their industrial 
operation or move from their present area that have a tight labor 
supply. Many of these firms are just looking for cheap labor markets, 
or want something for nothing. However, many of them are good, 
reliable firms, looking for a more plentiful labor market, but lacking 
the necessary capital to make the move from one community to the 
other. 

The Amsterdam Chamber of Commerce offered these firms a new 
50,000 square-foot industrial building and has available over 2 million 
square feet of desirable floor space in the buildings vacated by the 
Bigelow-Sanford Carpet Co. 

All of this is at a very low retail or purchase arrangement. 

Up to this moment the plan has not been successful, primarily due 
to the lack of moving or expanding capital on the part of the interested 
prospect. This is where the merits of such a bill as I have introduced 
and other companion bills should be mentioned. 

In addition to the above, this is to advise the committee that addi- 
tional stores in the city of Amsterdam are closing, and more families 
are moving out of the community in order to try to obtain work else- 
where. It is needless to say that this bill could materially help where 
there is need for “risk capital.” 

The Cuairman. We are glad to have your views. I am sure they 
will be considered by the committee. 

Call the next witness, Mr. Clerk. 

The Crirrk. The next witness is Hon. Cleveland Bailey from the 
State of West Virginia. 


STATEMENT OF HON. CLEVELAND M. BAILEY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


The Cuarrman. Mr. Bailey, we are glad to have your help in solv- 
ing this problem. You are enlightened by experience and long 
service. 

Mr. Battey. Mr. Chairman, it is not my desire to take up the time 
of the committee. I understand the House is in session now, and the 
committee is operating on borrowed time, but I do have a story I 
would like to bring to the committee for the State of West Virginia, 
but I shall only touch on a few of the high spots, 

Mr. Chairman and members of the committee, for the purpose of the 
record, I am Congressman Cleveland M. Bailey of the Third West 
Virgina District. 

I appear specifically in favor of H. R. 8986, legislation I introduced 
in February of this year, to provide Federal assistance to encourage 
new industries in critical areas of the Nation that have been certified 
by the United States Department of Labor to the President as having 
more than 8 percent of their labor force presently unemployed. 
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Mr. Chairman, I would like my remarks to be considered as support- 
ing a score or more of the other bills bearing on this same subject 
that have been offered by my colleagues in the House. 

I submit, Mr. Chairman, that the interest shown by these legislators, 
as indicated in the number of bills introduced, that there is great 
need for this type of legislation. 

If there is one State in the Union that needs a shot in the arm 
economically, it is West Virginia. We have a greater percentage of 
unemployment than any other State; some 15 months ago we had a 
total unemployed of 79,200. This was 15 precent plus of the total 
labor force of the State. 

Of the 79,200 unemployed, we had 253,200 of the State’s 2 million 
population living on surplus Government foods. This is 1 out of 
every 8 of the State’s 2 million men, women, and children. 

There were 26 counties out of 55 in the State that had been declared 
critical areas of unemployment by the President by information cer- 
tified by the Department of Labor. 

The situation is somewhat improved today. We still have 61,000 
unemployed. This represents 11 percent of our labor force and 17 
of the 26 critical areas mentioned above are still critical. 

Of the 61,000 unemployed, more than 40,000 are miners; 5 years 
ago there were 130,000 miners working in the State; today there are 
71,500, 

If you add this to the 40,000 unemployed, you will have a total 
of 111,500. This means that 19,500 miners have left the State of 
West Virginia to find employment elsewhere. 

Aside from the situation in the coal industry, there are more than 
20,000 other people out of jobs. These come from the glassware, 
pottery, clothespins, marble, chemical industries. 

Now, I ask you, gentlemen, why is this? 

My reply to you is that it is our present national trade policy. 
Residual fuel oil coming in from Venezuela and the Near East has 
taken more than half of the State soft coal miners. 

Exports from abroad of glass, pottery, marbles, and clothespins 
are taking their toll; 87 percent of the pottery products consumed 
in the United States in 1955 were imported from abroad. 

The situation is almost as bad in glass products, and in the manu- 
facture of marbles and clothespins. There are 7 plants in the United 
States making marbles, 6 of which plants are located in the State 
of West Virginia; 2 of the plants are closed down completely; the 
other 4 will close down on July 1. Why? 

Why did I say our trade policies are responsible? 

These marble plants are closing because of the Japanese trade agree- 
ment that we approved at the last session of the Congress. The com- 
petition is coming from Japan where they pay as low as 11, 17, 18 
cents an hour, compared to $1.62 an hour in our marble plants in 
West Virginia. 

Let me call your attention to the situation affecting us. We have 
the world’s largest clothespin plant in my district. Our chief com- 
petitor there is Sweden. Sweden pays 38 cents an hour to their 
employees in their plants. We pay $1.56 in the plant at Richwood, 
W. Va. Sweden can produce those pins on a 38-cent wage level, pay 
the transportation costs across the ocean, pay the insurance, pay the 
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brokerage, pay the 5 cents gross, that is 144 dozen import duty which 
has been cut from 20 cents to 5, sell those pins on the wharf at New 
York for 61.4 cents, and it costs 93.7 cents to produce the same pins 
in my plant at Richmond. 

Now, why is that plant still operating? It is operating for one 
sole reason: When they attempt to ship those Swedish clothespins 
from the port of entry at New York into the interior of the country, 
our high freight rates eat up the differential after they have come 
about 200 miles into the interior. Our plant is depending on the 
markets of the interior part of the country, which Swedish com- 
petition cannot meet because of our high freight rates. 

Let me call your attention to one of the Nation’s largest glass 
producers, and I am speaking now of the Pittsburgh Plate Glass. 
They have 17 plants scattered across the central part of the United 
States from western Pennsylvania to Oklahoma. The situation is 
such that the manufacturers of window glass—that is one of their 
chief products as well as plate glass—the situation is such that they 
manufacture window glass in Belgium and they can manufacture it, 
ship it to New York and offer it for sale at New York or rad other 
eastern port cheaper than we can produce it in the plant at Clarksburg. 

Why are they still holding on? And why did I lead a fight against 
the St. Lawrence seaway ? 

Right now they are barred by this high freight rate on glass from 
the eastern seaports to the interior of the country. 

I made a fight against the seaway on account of the fact that it 
would take the rest of our coal markets, when cheap oil comes in 
through the seaway in tankers. Let me say to you right now, when 
the seaway is completed, a ship will be loaded with cars made at 
Detroit; they will go over to Antwerp, Belgium, and unload the cars 
or some other port in Europe, they will pick up a shipload of Bel- 
gium glass, Belgium-made glass, they will bring it into the interior, 
into the lakes, and take away the business of the 17 plants of the 
Pittsburgh Plate Glass Co., just as sure as the seaway is constructed. 
It won’t come in an American bottom because only 2 percent of your 
American shipping right now can use the seaway. We built it for 
the benefit of a bunch of foreign tramp steamers. 

Let me remind you that of the 10 million tons of freight that passed 
through the Welland Canal in 1954, not a single ton of it was carried 
in an American bottom. 

I think I could offer you all kinds of justification. 

Some of you wonder sometimes about the activities and the views 
of the gentleman from West Virginia. I am fighting to try to save 
my State’s economy. Seven of our main products are hit by the opera- 
tion of our trade agreement, the present trade agreement. It is one 
of the States in which we have a concentration of industry. It is 
one of the States, if there is any justification for the Federal Gov- 
ernment—who is responsible for that situation? Not the State of 
West Virginia, not the industry of West Virginia, not the workers 
in the plants: The Federal Government, by leaving on the statute 
books our present trade agreements that permit foreign-made prod- 
ucts to come into this country at an import duty that does not pro- 
tect the American worker and American industry. 

That is the answer, Mr. Chairman, and West Virginia has no hopes 
to improve its economic situation until we can have better protection 
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for the thousands of workers that are working in plants that have to 
meet this continued and almost unrestricted importation. 

I could go into all of the details of this. I don’t think that it is 
necessary. I would like to lay a lot of the facts before you. , 

My Governor, our Governor in West Virginia, has been putting 
on a nationwide campaign to attract industries to West Virginia. We 
have all of the natural resources and all the facilities that are neces- 
sary to attract industries. We certainly have plenty of surplus labor. 

But I want to say to the committee, I don’t appreciate and don’t 
support his idea of going into the other States like Rhode Island 
and Massachusetts, where the unemployment situation is almost as 
bad as it is in West Virginia, due to this same trade policy, and try 
to steal their industries and bring them to West Virginia. I am not 
in sympathy with that attitude at all. 

Massachusetts is not to blame. Rhode Island is not to blame. 
The Congress of the United States is solely to blame for the soft 
spots existing in our economy. We have a national prosperity equal 
to any we have ever had in the country, possibly in the history of the 
country, but it is not nationwide. It has to many soft spots, and one 
of them is in West Virginia. 

Just what do you propose to do about it ? 

We have scores oF towns ranging anywhere from 1,500 population 
to 3,000 or 4,000, that their only industry was a mine, that maybe 
employed 250 or 350 or 450 men. That mine is closed today; 371 of 
them are closed in the State of West Virginia. 

There is nothing there. The company has even pulled the steel off 
of the ties running into their mine operations. They have closed the 
company store. Most of those people own their own homes. There 
is no other industry they can turn to. It is an ideal opportunity for 
the Government to bring, even if they are smal] industries, one that 
would ampny 150 or 200 would be a lifesaver for these communities 
that are ghost towns now, more than a score of them—not a single in- 
dividual working in the town, unless they go outside of the State of 
West Virginia to find employment. 

Mr. Mutrer. Mr. Bailey, may I interrupt you for a moment? 

Mr. Battery. You may. 

Mr. Muurer. And suggest that you not be carried away by this 
Republican propaganda about the prosperity of the country? The 
national gross income of the country is the same this year, 1955, as 
1954, because the gross income of the big corporations, big business, 
has increased by $1,200 million, and the reason you get the same total 
in 1955 as in 1954 is because the farmers and the small businesses 
have lost over a billion dollars in income, so you have got an approxi- 
mate balance in the total gross income, but the little fellows, the little 
farmer and little businessman is not prospering today as evidenced 
by the fact there are only seven States that do not have a labor 
distressed area. 

Mr. Mumma. Will you yield? 

Mr. Mutter. There are 129 major areas listed by the Department 
of Labor in their statistics, and they are in every State except seven. 

Mr. Mumma. Mr. Multer, you didn’t mean it to be political, in speak- 
ing of the Republican prosperity ? 

Mr. Mutter. Republican propaganda about our prosperity. 
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Mr. Mumma. That makes the statement better. 

What we have been listening to from Mr. Bailey is really the result 
of the Cordell Hull Reciprocal Trade Agreements that have been in 
effect for 15 or 20 years, but with the war prosperity, we didn’t mind 
that. Your factories were busy making something for the war. Isn’t 
that correct ¢ 

Mr. Bary. If the gentleman was in Congress in January 1945 

Mr. Mumma. I wasn’t. 

Mr. Battery. If you were, mine was the first voice raised against the 
operation of our trade agreements. I started the fight then to try 
to get relief for some of my industries in West Virginia, and for the 
past 10 years I haven’t done much else except to try to protect the 
industries of the State of West Virginia from the operation of our 
trade agreements. 

Mr. Mumma. I will say, since I have been here you have been doing 
that faithfully. 

Mr. Woxcorr. Will the gentleman yield? 

I don’t think Mr. Multer would want to leave unnoticed a very 
apparent misstatement with respect to the national product. I don’t 
think he intended to. 

Mr. Mctrer. I said the national gross income. 

Mr. Woxcorr. Gross national product is something like $40 billion 
more than it was in 1954, and the national income is proportionately 
higher now than it was in 1954. 

Mr. Battey. Mr. Chairman, if I may make this observation, this 
is not exactly a political situation. If you will recall, I led the fight 
last year against the extension of the tr ade agreement, and on the first 
roll call, in opposition to the rule that would bring the extension of 
the trade agreements before the Congress, there were 104 Republicans; 

} Democrats joined. In other words, the issue I am talking to you 
about wipes out parity lines. It is an economic condition that the 
Democratic administrations in the past haven’t corrected and there is 
no apparent indication on the part of the present Republican Adminis- 
tration to do it either, unless the Congress forces some action. 

The CHairman. I know what the gentleman says 

Mr. Bartey. Let me make myself plain. I am not opposed to the 
idea of trade. I am not opposed to reciprocal trade, but our trade 
policy has ceased to be reciprocal. We have been doing all of the giv- 
ing and somebody else has been doing all of the receiving, and some- 
thing is going to have to be done to change that situation. You are 
either going to drive 140 or 150 of your small American industries into 
bankrupte y or you are going to change our trade policies, and if you 
don’t do it, one of these days you are going to wake up and be a Nation 
of importers rather than a Nation of. producers and exporters. 

That is what is ahead for you. 

The Cruarrman. Will the gentleman yield to me for a minute? 

Mr. Battery. Yes, sir. You have driven your watch industry out of 
business. There is just one American watch operator. E ighty-seven 
percent of your pottery consumed in this country last year was pro- 
duced abroad. We will say the pottery industry is in its last stages. 

I could name you a score of others that are gradually being driven 
out of business. They just don’t close up and die overnight. They are 
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just gradually dying, and I want to make this thought, Mr. Chair- 
man 

The CuHarrman. This committee has no jurisdiction of those sub- 
jects. 

Mr. Baitry. What is the basis of American prosperity; if it is to be 
a sound prosperity, it must not overlook the small basic industry. 
They are the backbone of our economy. 

The CHairman. I want to say to the gentlemen, and I am sure he 
knows it, that tariff duties, freight rates, ocean rates, trade agree- 
ments, are not within the jurisdiction of this committee. 

Mr. Batrey. Let me apologize, Mr. Chairman, for trying to bring 
them before you. 

The CHarrman. I realize the gentleman represents the people that 
are sorely pressed and they are in great need of help, but that argu- 
ment should be addressed to some of the other committees. We 
wouldn’t have any power to raise our lower tariff duties. We have no 
influence over freight or ocean rates for trade agreements. 

Mr. Baitey. Mr. Chairman, I agree with you that it is not within 
the purview of this committee to do that, and I probably am imposing 
upon your time in talking about it, but it does lay the foundation for 
this economic soft spot which this legislation would cure if the Gov- 
ernment would help bring some small industries into these stricken 
areas. 

The CHamMan. We are going to try to do our part within our jur- 
isdiction. 

Mr. Battey. The Government is responsible for those soft spots in 
our economy, and this Congress is responsible for it. 

Mr. Mumma. May [ask the gentleman a question, Mr. Chairman ? 

The Cuarmman. I will recognize the gentleman. 

Mr. Mumma. Mr. Bailey, all week we have seen on television from 
Huntington, W. Va..—they were talking about the increase of pros- 
perity in the coal industry. Are not the number of tons of coal pro- 
duced getting back nearer to what they were, but the less man-hour 
methods of getting it into the cars is what is causing the difficulty on 
employment in the industry. 

Mr. Battery. We have had a 22 percent increase in that type of West 
Virginia coal that is used in the manufacture of steel. Eighteen 
months ago, the steel industry was operating at 17 percent capacity. 
It is now operating at about 102 percent. So we have had a demand 
for that type of coal. 

Mr. Mumma. Coke, you mean ? 

Mr. Battery. It is coking coal. The coal acreage is owned by the 
steel companies, and the mines that were working 3 and 4 days are 
working 5 or 6 days, because of the increased demand for steel. That 
coal doesn’t go into the commercial markets at all. It goes directly 
from the steel company-owned mine to their steel mill. That is up 22 
percent. 

Now, let’s talk about the other two-thirds of our coal markets that 
go into the commercial business. That is the one that is having to 
meet competition from residual oil, and from gas and from the other 
fuels. 

Now, there we have had an increase, largely export coal, that has 
amounted to approximately 11 percent over what it was 15 or 18 

















346 AREA ASSISTANCE ACT OF 1956 


months ago, and that has picked up some of these 79,000 miners having 
gone back to work again, probably 14 or 15 thousand of them have beer 
‘called back because of that increased demand. 

Mr. Mumma. How about stripping, that took a lot of jobs away 
didn’t it? 

Mr. Bartey. That is not covered in these mine closings and in thes: 
jobs. I didn’t produce the figures for strip mining. It is producing 
about one-eight of the coal produced in West Virginia. 

Now, Mr. Chairman, I could do a lot more talking. 

The Cuirmman. The House is in session, and I suggest that the com 
mittee adjourn. 

Mr. Battery. I thank the committee for listening to me. 

I hope, Mr. Chairman, that the committee can find its way clear t 
enact, not my legislation particularly, but some type of legislatio: 
along the line suggested in this plethora of bills that have been intro 
duced. 

The CHarrman. We hope so. 


STATEMENT OF HON. W. PAT JENNINGS, A REPRESENTATIVE Df 
CONGRESS FROM THE NINTH DISTRICT OF VIRGINIA 


Mr. JeENNiINGs. Mr. Chairman, members of the committee: I appea 
here today to urge this committee to report to the House for approva 
in the near future a bill to create a much-needed, long-range progran 
of Federal assistance—both in the technical-planning and financia 
fields—for the areas of the Nation suffering chronic unemployment 

I represent the Ninth Congressional District of Virginia, which ha 
Penis, coal-producing counties. Their economy is based on coa 
Beginning in late 1952, coal production started to decline, and, o 
course, was accompanied by declining employment. This unemploy 
ment increased in 1953 and until late 1954 when there was a sligh 
uplift in coal production and employment. Coal production has con 
tinued to increase, at least in my coal-producing counties, until norma 
or above normal levels. But there has not been a corresponding in 
crease inemployment. The reasons, primarily, have been due to mech 
anization and other technological advances, indicating that in orde 
for these counties to reach full employment, there must be new jo 
sources. A new economic base must be created with lesser dependence 
on the coal industry as the primary source for employment. This doe 
not mean that I fear the coal industry will not continue to expanc 
Far from it. I have every confidence in coal’s future, but with exten 
sive mechanization continuing, we will need additional job so’ rees. 

I have advocated in the last several months the beginning of a Fed 
eral program to alleviate the deplorable conditions existing in certai 
areas of persistent and extensive unemployment. Last year I intre 
duced a bill to begin a program of public works to offset declining ur 
employment and to aid in obtaining the multitude of public project 
needed in the development of these areas. It is unfortunate that suc 
legislation as is now being considered before this committee was nc 
supported by the administration last year. It is, indeed, heartenin 
to find several other Members supporting such legislation. I am gla 
that the administration has finally admitted the need and is supportin 
a recovery program, although a program that is lacking in certai 
features. 
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My purpose today is not to present a lengthy statement, but to reit- 


erate that the need is great. 1 know that you have heard considerable 
testimony from Government departments, interested and affected or- 
ganizations; and that you have doubtlessly reached the decision that 
legislation is needed. I believe that this legislation should be ap- 
proved before these communities wither away and their economic re- 
cession spreads to other areas of the economy. There has been hunger 
and deprivation in these depressed areas. This is not a proper con- 
dition in our Nation where we have so many with such great pros- 
per'ty. 

Coal-producing areas, which is an example of the efforts being made 
aside from this proposed bill, will be aided, eventually I hope, by other 
actions. These include an import quota on residual oil that has been 
Fat into traditional coal markets, displacing several million tons; 
development of new uses and new markets for coal; and the conver- 
sion a coal to liquid fuels. However, the need for the legislation be- 
ing discussed a is not diminished by any of these proposals for 
the future. 

Generally speaking, I am in favor of H. R. 8555 and similar bills. 
There are certain provisions, however, which I feel should be changed, 
and it is these I wish to discuss briefly. Also, I wish to say that I 
support many of the proposals outlined in title Li of H. R. 10472 and 
10443. 

The need is for an integrated and broadly conceived program having 
central coordination and directed by an administrator. I believe such 
a program can be established by adopting features of H. R. 8555 and 
of title I] of H. R. 10472 and 10443. 

Summarizing some of the features of H. R. 8555 that can be 
improved by features of H. R. 10472 or 10443: 

H. R. 8555 would place an Area Assistance Administration in the 
Department of Commerce. The Administrator would be responsible 
to the Secretary of Commerce. Hi. R. 10472 and H. R. 10443 would 
create an independent Depressed Areas Administration with an Ad- 
ministrator. This latter proposal seems more feasible to me. Since 
the Depressed Areas Administration would touch many other depart- 
ments in addition to Commerce, I feel that an independent Adminis- 
trator, working with the departments and coordinating these various 
activities, would be best. 

H. R. 8555 would authorize $50 million for industrial facilities, 
loaning only one-fourth of the cost of construction over a maximum 
20-year period. The other 2 bills provide a more realistic $100 million 
with loans up to two-thirds of the construction cost for as long as 
40 years. 

There is no comprehensive provision in H. R. 8555 for public works 
that are needed in an industrial development, such as waterworks and 
sewerage facilities. H. R. 10443 would provide $100 million for such 
facilities. 

In areas of vocational training, which would be most valuable for 
older workers, H. R. 8555 again falls short. H. R. 10443 would pro- 
vide Federal aid through supplemental unemployment-compensation 
payments totrainees. Any creation of a new economic base with new 
industry would require an extensive vocational training program. 
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I believe the provision of H. R. 8555 to provide technical assistan 
to rural areas and rural communities in their efforts to develop mam 
facturing, processing, and service activities should be retained. 

Finally, I would recommend that the eligibility requirements fe 
participation in this Federal program be revised so as to liberali: 
the provisions of H. R. 8555, H. R. 10443, and H. R. 10472. In tl 
list of areas that would qualify under H. R. 8555, as presented to th 
committee by the Under Secretary of Labor, one area (Big Stone Ga 
Appalachia) and a part of another (Radford-Pulaski) would quali 
in my district. I personally know of others that could benefit und 
this act, and should benefit from it. 

There is another feature of H. R. 10443 and H. R. 10472 that shou! 
be enacted into law. That is the provision to continue distribution « 
surplus foods to areas of unemployment. This distribution has pr 
vented real suffering in past months in many sections. For instanc 
under provisions of a bill I introduced last year, the Department « 
Agriculture was able to process surplus grain into flour and meal. A 
of the end of February, 35 States had ordered over 78 million poun 
of this processed grain for distribution to needy. In my own distric 
the caseload for the month of March was 53,362. (This is not tl 
number of unemployed, but also includes members of families of tl 
unemployed. ) 

A program to aid depressed areas should be flexible and adaptab 
to the diverse needs of the several communities. It should be geare 
not only to help chronically depressed areas, but to assist communiti 
in avoiding economic decline. Of course, local self-help is a necessa1 
condition for a sound program aimed at the rehabilitation of di 
tressed areas, and my counties and the State of Virginia’s divisic 
of planning and economic development are making every effort | 
aid themselves. 

Thank you for hearing my comments on these pending bills. Ia 
confident that you will report an effective bill as a result of the 
hearings and your deliberations. 


STATEMENT OF HON. LOUIS C. RABAUT, A REPRESENTATIVE |] 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Rasavt. Mr. Chairman and members of the committee, I wou 
first like to thank you for this opportunity to express my views « 
proposed legislation now under consideration by your committee ' 
assist economically depressed areas. 

As I have introduced a bill similar in scope to several being studie 
by your committee, I have a keen interest in the problem of ec 
nomically depressed areas. We must prevent areas which are exper 
encing widespread unemployment from becoming destitute. One ws 
to do this is to create an administration which would coordinate loc 
rehabilitation efforts. In my bill, I have proposed that the Admi 
istrator appoint a local industrial-development committee to prepa 
plans for creating new employment, and set up machinery to finan 
such an operation. Another element of this particular type of legi 
lation which I consider vital is the retraining of workers in affecte 
areas. Ifa highly specialized industry is crippled or ceases to exis 
a pool of specially trained surplus workers exists. If these people a 
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taught another skill, they may once again become gainfully employed. 

Another aspect worthy of consideration is the distribution of sur- 
plus food to economically depressed areas. It is only right that food 
which is in surplus be given to Americans who are in need. I have 
always felt that a great injustice is being done when we hoard $8 
billion or $9 billion worth of food in warehouses and caves while some 
of our fellow citizens are improperly fed. 

It is my hope that your committee will report favorably on a bill to 
assist economically depressed areas. I think it is a step in the right 
direction toward maintaining a decent standard of living throughout 
the country. 


STATEMENT OF HON. ELIZABETH KEE, A REPRESENTATIVE IN 
CONGRESS FROM THE FIFTH DISTRICT OF WEST VIRGINIA 


Mrs. Ker. Mr. Chairman and other distinguished members of the 
Banking and Currency Committee of the House of Representatives, 
thank you for considering this statement. 

While most of the country seems to bask in an aura of prosperity, 
the facts are that we have many communities in the United States 
which are suffering substantial and persistent unemployment. Espe- 
cially is this true in the coal-producing areas of the United States. 

For many years, the economy of this Nation has been based upon a 
solid foundation of coal. Our coal miners have been the most impor- 
tant single element in bringing this country to its present position of 
greatness. It has been our large supply of coal and willing freemen 
to mine it that has made possible our rapid growth from a semiagri- 
cultural country into the greatest industrial giant in the world. But 
it has appeared to many, especially during these past 4 years, that the 
Nation has turned its back upon the coal miner at a time when he and 
his family need help. Americans cannot do without coal, but now 
they are finding that, thanks to improved production methods and new 
machinery, the coal miner can be turned out of work and left without 
opportunity to obtain new and gainful employment. 

or example, West Virginia is the largest producer of bituminous 
coal in the United States. Of its deposit of 50 billion tons of bitu- 
minous coal less than 6 billion tons have been mined to date. 

The Fifth Congressional District of West Virginia, which I have 
the honor to represent in the Congress, is the second largest coal-pro- 
ducing congressional district in the Nation and produces over 30 
percent of the coal mined in the entire State. 

The simple truth of the fact is that in this coal-producing congres- 
sional district, the unemployment is so high that nearly 1 out of every 
5 men, women, and children are almost completely dependent upon sur- 
plus commodities for the very bread which goes into their mouths. 
As a direct result of the prevailing unemployment conditions through- 
out this coal-producing area and the accompanying lack of job op- 
portunities, members of our younger generation are forced to leave 
their homes, families, and friends in an effort to find a way to make 
their own way. 

Here are some figures: In the calendar year 1952, there were 310 
operating coal mines in this congressional district, which employed 
31,324 men who mined 39,806,802 tons of bituminous coal. In 1955, 
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we found only 238 operating coal mines—72 mines abandoned—mined 
more coal with 13,306 less workingmen. 

Here is the present situation told in cold facts without any attempt 
to probe into the human element of suffering, the pain of degredation, 
and the misery of hunger and want. 

IT. R. 8555 is a start in the right direction. However, much more 
must be done, and accomplished quickly, if we are to relieve at least 
to some degree this unnecessary unemployment in our land of plenty. 

As an illustration, many of these coal miners have been without the 
opportunity for gainful employment for 1, 2, and 3 years. As they 
exnaust their unemployment compensation, they are left without an 
income with which to support their families. I strongly feel that 
unemployment compensation payments should continue until such 
time as each unemployed miner should have an opportunity to go 
to work. 

If you are a coal miner past the age of 40 and lose your job— 
through no fault of your own—say your mine mechanizes or closes 
down, you have no chance to return to your life’s work. Unfortu- 
nately, this is rapidly becoming a fact in other industries too. 

The Federal Government must push forward and assist these local 
communities in their effort to obtain new and diversified industries. 
Unemployment anywhere should be of as much serious concern to the 
Federal Government as it is to local officials and leaders. 

The Federal Government should immediately and aggressively 
pursue to the fullest possible extent a thorough research program for 
discovery of additional byproducts of coal which will result in its 
greater use. 

Mr. Chairman, the responsibility for recommending to the Congress 
an effective and workable program rests with you and the members 
of your committee. I feel privileged to offer any small help that J 
may be able to contribute. The American citizens are anxiously look- 
ing to this Congress for the assistance they rightfully deserve. 





STATEMENT OF HON. JOHN J. DEMPSEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW MEXICO 


Mr. Dempsey. Mr. Chairman, members of the committee, your in. 
dulgence in hearing me, despite the enormous load of work your com. 
mittee is carrying, is deeply appreciated. Were it not for the very 
great concern I feel over the privation and want that is being suffered 
by the people in New Mexico’s depressed areas, a concern that is indeec 
impelling, I would be most reluctant to impose upon your courtes} 
even to a limited extent. 

The people of New Mexico are a proud and courageous people 
possessed of that fortitude and resourcefulness which are essentia 
qualities for all those who over the years have led the march of civili. 
zation westward. For four centuries—in fact, since before the land 
ing of the Pilgrims at Plymouth Rock—have these people or their fore 
bears self-reliantly coped with an often antagonistic Nature and othe 
adversity. Theirs have been the experiences, the vicissitudes, the 
successes of virtually all American pioneering people, who have blazec 
the path to our Nation’s es strength and greatness. 

The progress made by New Mexico since statehood in 1912 has beet 
gradual, understandably less rapid than in many other parts of th 
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United States, due in greater part to the lack of such requisites as in- 
dustry, adequate transportation facilities, proper conservation and 
utilization of limited water resources and sufficient density of popu- 
lation. An all-important factor in that retardation of the State’s 
economic advance in comparison with many other parts of the Nation 
has been Federal ownership and control of about one-half of its area 
and its natural resources. 

Because of their self-reliance and pride the people of New Mexico 
have always been most reluctant to seek aid from the Federal Govern- 
ment. The records will show that, despite the vast holdings of that 
Government in the State, the assistance it has rendered those people 
under the various aid programs over the years has been a mere pittance 
compared to that provided on a national scale. They have not asked 
me, as one member of their congressional delegation, to complain 
about that. Rather they are seeking now only to have presented to 
your committee the facts, being confident that you will be able and 
willing to make a fair appraisal of those facts and reach a sound and 
just determination of the assistance necessary to permit the depressed 
areas to take the proper steps to cure their own economic ills, all of 
which have been caused by circumstances beyond their control. 

Over the years that it has been my gratifying privilege to serve the 
people of New Mexico as Governor or Representative in the Congress, 
I have been afforded the opportunity to observe rather closely the 
State’s economic situation and its fluctuations. Because it does not 
have a widely diversified industrial structure it has been dependent to 
a great degree upon the basic industries of agriculture and livestock. 
When they are in distress the State as a whole feels an adverse impact, 
which curtails employment and the volume of business seriously. 
Drought and the resultant shortage of water, therefore, deals a stag- 
gering blow to the entire New Mexico economy. 

The present existence of depressed areas in the State, at a time when 
the national economy and employment generally are at a compara- 
tively high level, can be traced directly to the fact that New Mexico 
has been experiencing drought of more or less severity for more than 
5 years continuously. A current report by the Bureau of Reclamation 
says the condition will continue this year in the State—the only West- 
ern State facing that dim outlook. The entire State, or the greater 
part of it, has been included in the Presidential designation of a 
drought distress area throughout those years. It has been eligible for 
emergency drought relief under various programs set up for Federal- 
State administration and has been helped to some extent. It is evident, 
however, to those of us who have kept in close touch with the situation, 
that neither the legislation we have enacted nor its administration has 
been as effective as the Congress intended. Otherwise two of New 
Mexico’s principal basic industries—agriculture and livestock—would 
not still be experiencing a steady drop in income and other attendant 
economic ills. Many employees of those industries have been forced 
the past few years to seek other employment, to move into the towns 
and cities in vain quest of jobs—of anything to feed, clothe and shelter 
their families. For the most part they have had to remain jobless. 
That is one main cause of the situation in the communities in which 
your committee is interested—the reason why you are contemplating 
the enactment of some sort of legislation which will help these people 
and these communities to help themselves. 
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I have studied the bills before your committee as well as S. 2663 and 
am firmly convinced that in general they make an essentially sound 
approach to the solution of the problem of depressed areas, not only 
in New Mexico but in other States as well. Asin all legislation of this 
character the unanswered question will always be whether it will be 
properly and vigorously administered. In view of past experience 
I feel that all of us are justified in entertaining some misgivings about 
that. I would urge, therefore, that your committee be absolutely cer- 
tain that any bill you recommend for passage contains provisions that 
will retain for the Congress—most surely for your committee—the 
closest possible control over any program authorized. I know it is not 
necessary for me to recount here the many times that all of us have 
discovered that the authority we have delegated has been abused and 
misinterpreted and that authority we did not intend to delegate has 
been usurped. 

There have been wide gaps created in many programs that the Con- 
gress has authorized. This very legislative proposal is made neces- 
sary in some degree by administrative gaps and deficiencies. It is still 
one of life’s mysteries to me why the existing law covering some of the 
ground this bill encompasses, has been curtailed in its effectiveness be- 
cause of an administrative ruling that any community with a work 
force of less than 15,000 cannot be considered as a critical unemploy- 
ment area. To my mind men, women, and children in a town of 1,000 
population can become just as hungry and wretched as can those in 
a city of a million souls. This bill recognizes and seeks to correct 
that administrative fallacy. 

I have imposed upon your generosity far enough. You have been 
most gracious tome. Let me say in conclusion that I have the fullest 
confidence in what you will do and that you will not delay in taking 
such action as you deem necessary. The days, even the hours, grow 
very long indeed to the people in these afflicted areas. Undue delay 
means disaster tothem. Time is of the essence in what you do. 

So that I shall not consume more of your valuable-time I ask your 
permission to include in my statement certain documented evidence 
provided through the cooperation of Gov. John F. Simms, of New 
Mexico, which I feel will be of value to you in making an informed 
and accurate appraisal of the situation in my State. 

(The documents are as follows :) 


THe WELFARE PROBLEM IN DESIGNATED “DEPRESSED AREAS” IN NEW MEXICO 


(Presented by Murray A. Hintz, director, New Mexico Department of Public 
Welfare) 


Welfare administrators are vitally concerned with the proposed legislation to 
alleviate conditions of excessive unemployment in depressed areas through the 
promotion of business and industry and through retraining of the labor force. 

The staff of the New Mexico Department of Public Welfare has been talking 
about our depressed areas for 10 years. We find that the depressed areas of 
our State as measured by welfare standards include the areas designated as 
depressed according to the measurements set forth in the proposed legislation 
under discussion. In addition to the defined depressed areas covering 10 coun- 
ties: Colfax, Guadalupe. Harding, Mora, Rio Arriba, Sandoval, San Miguel, 
Santa Fe, Socorro, and Taos, welfare standards would include 2 other coun- 
ties, McKinley and Sierra. They may not qualify by the unemployment ratio 
measurement but, rather, would be termed underemployment areas because a 
large portion of the population while employed, as the Navaho Indians in Mc- 
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Kinley, are not profitably employed because the area is not suitably developed 
to support the population. For this reason, Sierra County has had a 23 percent 
decrease in population since 1950 and its situation is exactly the same as that 
found in adjacent Socorro County. 

It is a truism that unemployment and underemployment are accompanied 
by low income and lack of purchasing power which create a spiral of economic 
decline and depression. This, in turn, is accompanied by a high incident of eco- 
nomic dependency and social maladjustment. 

I have several charts which locate New Mexico’s depressed areas and illustrate 
the relationship of the three measures of depressed areas—unemployment, per- 
capita income, and economic dependency. The 10 New Mexico counties desig- 
nated as depressed areas by the standard of unemployment contain 18 percent 
of the total population of the State, but 36 percent of the recipients of public aid. 
The average per-capita income in the 10 New Mexico counties is slightly more 
than one-half (58 percent) of the per-capita income of the State. If business 
activities and agricultural production in these counties could be improved and 
the public aid recipient rate reduced by even one-third, we estimate that this 
would mean an annual savings of approximately $2 million to the Department 
of Public Welfare. In other words, reduce our annual budget by more than 10 
percent. This is a practical but narrow point of view. The economic gains 
and the intrinsic values which could grow out of the proposed legislation are 
much more important. However, I am immediately concerned with the practical 
aspect of welfare needs. 

The increased demands for public assistance and welfare services where pro- 
ductivity is low and tax resources correspondingly limited present an irrecon- 
cilable situation. Prior to this year, New Mexico has not had suffitient State 
tax resources to allow the Department of Public Welfare to provide for the 
various service programs, including hospitalization for tuberculosis, and pay 100 
percent of need for a minimum subsistence standard of living for public assist- 
ance recipients. 

Our general assistance program provides for a residual group of unemployable 
persons who cannot meet eligibility requirements for the special categories in 
which there is Federal financial participation. We have no program of relief 
for families of unemployed wage earners able and willing to work but in need 
after exhausting unemployment compensation benefits. This situation has re- 
sulted in the exhaustion of local public and private resources available for wel- 
fare purposes where mining operations have been discontinued, or in the drought 
areas. To partially meet this situation in March 1954 the Department of Public 
Welfare reestablished, after 10 years, a program of direct distribution of com- 
modities. For a large group of what we term “unemployed employables,” surplus 
food from the Agricultural Marketing Administration is the only form of public 
aid, but these people do not want relief. They want work. Therefore, the 
concerted efforts of the New Mexico Economic Development Commission, the 
Unemployment Compensation Commission, Vocational Rehabilitation, the De- 
partment of Public Welfare, and all other Government agencies, are directed 
toward economic development, rehabilitation and retraining of the labor force, 
which for at least 2 generations, has been handicapped by an inadequate 
economy. 

BACKGROUND INFORMATION ON DEPRESSED AREA, 1956 


In December 1955, there were 36,983 persons on the public assistance rolls and 
21,576 in families of “unemployed employables” receiving commodities only. 
Thus, a total of 58,559 persons or 7.3 percent of total population received public 
aid. In the 10 depressed counties there were 20,835 persons receiving public 
assistance and commodities, or 36 percent of total recipients of public aid in the 
State, or 14 percent of the total population in the 10 counties. 
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New Mezico depressed areas 
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} i | employ- | force) 
} ables 
me eee imme panties ts } 
Fae cites cine cad -.| $1,473 804, 200 | _58, 660 | 36, 983 | 21,576 | 271, 400 6.7 
Depressed areas........ 858 ~ 152, 600 | 20, 835 | 15,204 | 8,327 | 44,480 ia 12.2 
——-— = | | | 
Rio Arriba |} 2, 885 | 929 7, 220 | 7.7 
Sandoval. ___.- . 21 | 856 | 265 | 3, 150 13. 3 
 — gg cerca iteh iacatviivipntie niles cies 385 | 1, 033 | 352 | 1, 800 | 8.3 
ha Ee Ee Se cotaee 32 | 2, 382 | 2, 850 | 3, 850 | 10. 4 
OS EE et Bee 51 | 2, 982 | 1, 669 | 6, 590 | 14. 4 
Socorro... _. ‘ amtcigarember 900 874 | 720 | 154 | 2, 600 | 8.5 
Guadalupe____- : 968 836 664 | 172! 1,860 | 13. 4 
Colfax___. = i 1, 130 2,022 | 824 1, 194 | 4, 670 | 10. 7 
Harding__..- eS ae oe 214 | 131 | 83 | 620 12.‘ 
Santa Fe........- eainddicel 1, 385 | 37,900 | 3, 386 | 2, 727 659 12, 120 | 9. § 
Underemployed areas: } ai 2 Ai | | 
MeKinley---. ; 970 33,800 | 6, 775 | 2,019 | 4, 756 | (5) | 4.¢ 
SESS Vee 1, 182 5, 500 | 597 | 483 114 | (3) | 1.5 


} Data eaeiiiad by Vicente Seen Bureau of Business Research, University of New Mexico. 
2 Estimated by Bureau of Business Research, University of New Mexico. 
3 Data from Public Welfare Statistics, December 1955. 


* Data compiled by New Mexico Unemployment Compensation Commission, April 1955. 
5 Not available. 


STATEMENT OF FRED C. BARRON, CHAIRMAN-EXECUTIVE DIRECTOR, EMPLOYMEN' 
SECURITY COMMISSION OF NEW MEXICO 


The population of New Mexico is estimated to have increased over 20 percen! 
since the 1950 census. During this period nonagricultural employment has in 
creased 29.9 percent. A large part of this increase has been dependent on Federa 
Government policy and activity in locating special weapon installations, labora 
tories, and testing grounds in the State. The migration of technical, professional 
and highly skilled workers to man these installations created a housing shortag: 
and stimulated trade and service employment. The discovery of ee anc 
new gas fields has greatly improved economic conditions in several area Labo! 
force participation in these sections of the State has increased as has sath. 
income. 

The Bureau of Business Research of the University of New Mexico, in it: 
January 1956 issue of New Mexico Business, published a summary of its stud: 
of personal income of residents of New Mexico. Its estimates were based on al 
employment income which accounts for the total being about 5 percent highe 
than the United States Department of Commerce figure. This study estimate 
per-capita income for the State during the year 1954 as $1,473. The range i 
from $2,636 in Los Alamos County to $513 in Rio Arriba ( ‘ounty. The averag 
for the 10 counties showing unemployment of over 6 percent of the civilian labo 
force for over 3 years is $570. These counties and the percent of labor force 
unemployed in February 1956 are: San Miguel, 19.3 percent; Rio Arriba, 1 
percent; Sandoval, 15.8 percent; Guadalupe, 12.1 percent, Taos, 11.7 percent 
Harding, 11.3 percent: Colfax, 10.7 percent; Santa Fe, 9.7 percent; Mora, 8. 
percent, and Socorro, 7.6 percent. 

During the war years these counties provided a large proportion of the 48,00 
workers who left the State for defense work. After the war many were laid of! 
and returned to their homes. The dearth of job opportunities has caused abou 
12,000 of these workers to leave the area since 1950. All these counties excer 
Rio Arriba show a decrease in population. The 153,000 citizens remaining i 
these counties would enjoy the higher standard of living which the average Ame! 
ican has become accustomed to. 

With the exception of Santa Fe County the key industries have been agricu 
ture, coal mining, and lumbering—all of which are seasonal activities and mone 
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earned in them has been supplemented by road-construction employment. The 
small farms yield only grudgingly to man’s efforts to make a living; technology 
has replaced the demand for coal, and for hand labor in road construction; 
geographical distribution of markets limits the lumber production. 

San Miguel County, which has lost nearly 11 percent of its population since 
1950, has, nevertheless, had an average of 12 percent or more of its labor force 
unemployed during the last 3 years. Las Vegas, the lurgest town in the area, 
was the trade center for the many sheep and cattle ranchers in the county. 
Previous to conversion to diesel power, a railroad shop was located in the town. 
Continued drought has caused small-farm owners to desert their lands and seek 
work in urban areas. Several thousand workers migrate to Northern States in 
the spring for lambing season and to Colorado for the potato harvest in the fall. 
Roadbuilding and construction of public buildings in Las Vegas has provided 
some extra work during the summer months. Activity of this type, however, is 
limited in scope. Several years ago, a small plant was established to supple- 
ment family earnings through the employment of women and youth as sewing- 
machine operators. The inability of this plant to get contracts has caused its 
employment to fluctuate from around 300 to zero. It has had contracts for the 
manufacturing of overalls, shirts, and parachutes. At present it is closed for 
lack of a contract. Lumber operations in the woods are shut down because of 
deep snow, public construction planned is nearing completion, and over 19 percent 
of the labor force was unemployed in February. Included in this supply are 250 
railroad-track laborers. 

Total unemployment in Rio Arriba County has exceeded 14 percent for the 
past 3 years and was 18 percent in February 1956. The major industry is lumber- 
ing in which employment fluctuates from nearly 500 in July, August, and Sep- 
tember to less than 100 when winter weather closes woods activity. Several 
thousand workers migrate to Colorado for the beetfield harvest. The town of 
Espanola furnishes construction and service workers to the nearby town of 
Los Alamos, but all must return home when unemployed. Proximity to this in- 
stallation and the hope of obtaining work at it has been a large contributing 
factor to Rio Arriba County being the only one in the area to show a decrease 
in population during the last 5 years. 

The labor force of Sandoval County centers around the town of Bernalillo 
with its sawmill and nearby woods operation. Construction of the Albuquerque- 
Santa Fe Highway caused employment to be higher in 1955 than is usual. In 
spite of this activity over 11 percent of the labor force was unemployed. This 
ratio is now 15.8 percent. Lack of job opportunities causes labor-force participa- 
tion to be only 26 percent of the population and per capita income to be next to the 
lowest in the State. 

The drought has caused natives of Guadalupe County to dispose of a large part 
of their cattle and resort to serving tourists traveling on Route 66. The popula- 
tion has decreased over 11 percent since 1950, and average unemployment was 
over 11 percent last year. Due to decreased winter travel it is estimated to be 
12.1 percent at present. 

Colfax County, which in the forties was a thriving area with large cattle 
ranches and 1,200 workers in the coal mines, has had a drop of nearly 13 percent 
in population since 1950. Conversion of the Santa Fe Railroad to diesel power has 
reduced mine employment to less than 100 and caused crews who manned the 
extra engines required to pull over the Raton Pass to leave the area. Drought 
has forced ranchers to reduce the number of cattle. Lumbering accounts for the 
largest part of manufacturing employment but is closed down 6 months or more of 
the year due to snow. Earnings in the local area are supplemented by workers 
moving to harvest in Quay, Curry, and Roosevelt Counties. Over 60 men leave 
the area during the summer for railroad-track work. A small electronics plant 
was established in the town of Raton but difficulty has been experienced in 
securing contracts, although numerous bids have been made for Government con- 
tracts. At present 10.7 percent of the labor force are unemployed and the 
average over the last 3 years has not been below 7.9. 

The economy of Harding County is largely dependent on that of Colfax County 
since workers commute to jobs in Raton when they are available. A drop of nearly 
34 percent in population has occurred since 1950 but in spite of this decrease 
over 11 percent of the remaining labor force is presently unemployed. 

The lack of job opportunities in Taos County causes labor-force participation 
to be only 26 percent of the population. While the area has numerous subsistence 
farms, citizens are dependent on seasonal activity in lumbering and railroad 
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gang track work for the per capita income of $648 recorded by the University of 
New Mexico study. Yearly, several thousand leave the area for harvest work 
in Colorado. The average unemployment has been well over 8 percent for the 
last 3 years and at present is nearly 12 percent. 

Mora County ranchers have depleted their herds and over 25 percent of the 
population has moved to other areas for employment since 1950. Participation 
in the labor force is low, 27.7 percent, yet unemployment has averaged over 
6 percent for 3 years. Snow seasonally closes lumbering, and at present unem- 
ployment is up to nearly 9 percent. 

Uunemployment in Santa Fe County does not fluctuate so much as in the 
northern counties, but has been over 7 percent for the last 3 years and in 
February was 9.7 percent. The population, which is centered around the State 
capital, has decreased only slightly during the last 5 years. While about 450 
are employed in manufacturing, the economy of the area is dependent on Gov- 
ernment and tourist business. During the winter months both the tourist travel 
and lumbering in the area are slowed and unemployment reaches its peak in 
February. 

The economy of Socorro County is dependent on agriculture, mining, and 
tourist trade. Employment in mining has fluctuated with the manganese mar- 
ket. Recent exploration for uranium has helped the mining industry slightly. 
Agriculture activity gives employment to about 500 during the harvest season, 
but during other months family workers meet the need of this industry. Over 
7 percent of the labor force has been unemployed for over 3 years. 

Local and State groups have recognized the seriousness of the problem in these 
distressed areas. As mentioned earlier, a small manufacturing plant has been 
established in Las Vegas and one in Raton. Assistance in securing Government 
contracts has been requested by these firms. Government stockpiling of man- 
ganese gave impetus to the mining in Socorro County last year, but most of 
these workers are now unemployed. 

No distressed area in New Mexico was able to comply with the Department of 
Labor classification of a labor force of 15,000 until the amendment to Defense 
Manpower Policy No. 4 in July 1955. This amendment provided further that 
firms which are located in areas not classified by the Department of Labor shall 
be eligible for participation in set-asides if these firms submit a certificate from 
the local employment security office that a substantial labor surplus exists in 
the area in accordance with standards prescribed by the Department of Labor. 

While the above 10 counties can easily be certified as labor-surplus areas the 
economy of the area does not contain the necessary established firms to request 
this certification. The distance from markets has not been conducive to manu. 
facturing in these areas. Processing of extractive resources requires a financial 
investment which local capital has been unable to meet. Until assistance is 
given these areas a labor force of 45,000 is unemployed a large part of each year 
many of whom are underemployed even when employed, and 153,000 of our 
citizens living on incomes averaging less than half of the national average. 


a 


STATEMENT BY Bert HuFFMAN, Executive Director oF THE NEw Mexico 
Economic DEVELOPMENT COMMISSION 


One of the missions of the New Mexico Economic Development Commission i: 
to bring aid to the distressed areas of our State. To you gentlemene who aré 
frequently called upon to deal with the problems of our Nation’s entire popula 
tion, the relatively small number of people—some 153,000 in New Mexico’ 
10-county depressed area may seem very small. They do, however, constitut 
nearly one-fifth of the people of our State, and their problems are very seriou 
ones in the economy of New Mexico. We feel, as I am sure you do, that a hungry 
and underelothed family in northern New Mexico is just as much a blight 01 
our country’s economy as is a hungry and underclothed family in our mor 
populous centers such as Chicago, Baltimore, or Detroit. 

The plight of these people is very serious. In some of the communities of thi 
area we are currently witnessing distress as severe as it was during the grea 
depression. 

Other New Mexico officials have provided you in some detail the extent o 
unemployment and the consequent heavy welfare burden which is its direc 
result. The only evidence I would add merely reinforces what they have said 
namely, that the incomes of the people in this 10-county area reflect the seriou 
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underemployment situation. These low incomes give rise directly to the welfare 
roblem. 

: These 10 counties are the ones which with one exception (Santa Fe) ranked 
as the lowest in the State in per capita income during 1955, as is shown by 
an exhaustive study of incomes recently completed by the bureau of business 
research of the University of New Mexico. This study showed that the average 
of the per capita incomes in these counties in 1955 was only $858 as contrasted 
with a per capita income for the Nation as a whole of $1,770 in the preceding 
year. This extremely low level of income has become chronic in these counties 
as the result of recent economic changes. In 1949, according to the Bureau 
of the Census, 29 percent of the families in this 10-county area received, as an 
entire family, less than $1,000 income. This may be contrasted with the 14 
percent of the Nation’s families who received less than this amount. In 1 of 
the counties those families who received less than $1,000 income constituted 
53.7 percent, and in 5 of the counties in this area more than 33 percent of the 
families received less than this admittedly inadequate family income. 


Why these areas are distressed 


While I don’t wish to burden you with further details concerning the extent 
of unemployment, low incomes, and heavy welfare burdens, I would like to take 
a few minutes to discuss the underlying causes of the contraction of employ- 
ment in this area—causes which we feel are not the fault of the people who 
live in this area, but are on the contrary the effects of economic changes of 
which these people are the victims and over which they have no control. By 
way of introducing this discussion, however, I should like to digress briefly to 
point out that the counties which we are discussing here are in a very real 
sense a single area. Socorro County is an exception in that it is not contiguous 
with the other counties. Yet the economy of Socorro County is very similar to 
that of the others, and the basic causes of its difficulties are very much the 
same. 

When these areas were originally settled, they were extremely isolated. Their 
only contact was with Old Mexico, and this could be accomplished only by dint 
of a journey requiring mouths of hardship. Consequently they developed a 
pattern of resource utilization—making a living—which was based on almost 
complete self-sufficiency. Nearly all of the people lived on small subsistence 
farms from which they extracted virtually everything they required for a living. 
When lumbering, livestock raising, or mining were developed at all, they were 
primarily supplementary activities. The people lived for centuries in this en- 
vironment which required no cash income and involved no sale of products in 
order to make a Satisfactory living. 

The introduction of commercial livestock raising and large-scale mining for 
other than domestic use was made largely by newcomers to the area, just before 
and after the American occupation. To a large extent these activities passed 
over the people who made their living from the small farms, and they continued 
to live in a noncash economy—one in which specialization of activity and sale of 
products to market had little part. 

Although with the passage of the years some of these people have adapted 
themselves to quasi-urban conditions, those who have become merchants and 
proprietors of small service establishments have for the most part served the 
vast majority who have remained on their small farms, working out their sub- 
sistence on a few acres devoted to such variety of crops and livestock as con- 
tributed directly to their consumption. Thus, even those who have engaged in 
nonagricultural pursuits base their fortunes tied to subsistence agriculture. 

This type of subsistence agriculture based on a small acreage of crops directly 
consumed by the operator’s family has become uneconomic in today’s economy, 
as you gentlemen are well aware. Our market-oriented economy is based on 
specialization and exchange. It has made possible our higher standards of 
living. But it requires cash. And the little subsistence farmer has had nothing 
to sell to obtain cash except his own labor for which, in an area devoted to 
subsistence farming and large-scale ranching, there is little market. Under 
these conditions the small subsistence farmer has in many instances felt forced 
by economic circumstances to sell his small holdings to those who were financially 
pre d to consolidate small holdings into large ones suitable for cattle or sheep 
raising. 

What has happened is borne out by successive censuses of agriculture. In 
1940, 48.9 percent of the farms in this 10-county area were under 30 acres in size. 
More than half of these were under 10 acres. In the period from 1940 to 1954 
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the total number of farms in the area decreased 37.8 percent. More than half 
of this decrease (51.2 percent) was in farms of less than 30 acres. In this 
process of consolidation into farm units of suitable economic size, nearly 
two-fifths of the farm families of the area were uprooted and separated from 
their means of existence. Moreover, because livestock ranching requires less 
labor than crop farming, these uprooted families could not find employment on 
the ranches. Consequently the net reduction in agricultural employment in this 
area since 1940 has been 31 percent, about equal to the reduction in the number 
of farms. 

Althcugh the principal activity of this area has always been agriculture, 
three other activities did become oriented to changing economic conditions and 
national markets during the early part of this century. These were cattle raising 
and, in Las Vegas and Raton (San Miguel and Colfax Counties), coal mining and 
railroad work. Largely because of the drought, the cattle industry of the area 
has suffered badly during a period of high (although recently falling) prices, 
and this has served to further curtail employment opportunities. At the same 
time the two principal markets for the coal mined in this area—commercial and 
residential heating, and fuel for the railroads—have practically disappeared 
because of the inroads of natural gas and the conversion of rail locomotives to 
diesel oil. The conversion to diesel locomotives has also destroyed the employ- 
ment formerly available in the railroad shops at Las Vegas and Raton. 

It can be suggested that a people thus finding themselves in uneconomic 
pursuits should get themselves into other employments which better meet the 
demands of a changed economic environment. In answer to this suggestion we 
would point out three considerations: 

1. Many of the peopie of this area have migrated to find other employment. 
2. Many more of these people resist migration because of sentimental ties 
and economic considerations. 
8. Migration is not an adequate nor an economic solution to the area’s 
problems. 

In the period from 1940 to 1955 the population of this area declined from 
170,700 to 152,600, a decrease of 10.6 percent. This occurred despite one of the 
highest birthrates in the Nation. In the period from 1950 to 1955 alone the 
net outmigration has been equal to 19 percent of the 1950 population. The vast 
majority of these outmigrants have been younger people; the older ones tend 
to stay put. 

The resistance to migration among the people most affected by declining em- 
ployment opportunities—the rural Spanish-Americans—is very strong. Not only 
are they bound to the area by strong family and religious ties, they have a deep 
love for their homes in the mountain valleys and on the high mesas. Not the least 
among these ties is the high degree of home ownership among these people. In 
these 10 counties more than 66 percent of the families own their homes, and of 
those most affected by the problem, the rural people, nearly 75 percent are home- 
owners. This contrasts with 55 percent of the Nation as a whole. These people’s 
resistance to migration is further strengthened by the feeling that they cannot 
successfully compete for iobs in the industrial labor markets with workers who 
have been trained in, and whose experience is in, industrial occupations. More- 
over, many of those who have not moved to areas of more employment oppor- 
tunity cannot do so because of the inability to finance the costs of migration. 

We feel strongly that migration, while it may be a partial answer, is not the 
solution to the problem of these northern counties. For the most part, migration 
is a solution sought largely by the younger and more resourceful people of the 
area. So long as this solution is encouraged, it can only deepen the troubles of 
the area, for it leaves behind the older and the less adaptable. Thus, a larger and 
larger proportion of the population are the unemployed and the unemployable. 
And the relief rolls grow and grow, until the entire area becomes an unbearable 
burden upon the rest of the State, dragging down the entire economy. 

Viewing the problem in this fashion, we have become convinced that the only 
solution which offers any hope for the future is one which can bring about a 
rehabilitation of the area by increasing the job opportunities and restoring the 
people to a productive role in the economy of the State and the Nation. 


What New Mevico is doing about it 

In airing our problems, we do not want to create the impression that we feel that 
the Congress is responsible for the plight in which the people of our northern 
counties find themselves, nor do we wish to imply that we think it is the responsi- 
bility of the Federal Government to solve this problem. Since we are here to 
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ask for favorable consideration of the depressed-area bill, we know that it is only 
proper for the committee to ask, “What are you people in New Mexico doing about 
this?” So I want to say a few words to explain what we are doing and what we 
hope to accomplish. 

In the first place we are, jointly with the Federal Government, contributing 
heavily to provide public assistance under the various welfare programs, and we 
think we have about reached our reasonable limit. Mr. Hintz has dealt with this 
aspect in detail. But we do not regard this program as a solution to the problem. 
It is only a palliative and a stopgap. The only long-term remedy is to provide 
employment through which the people of the area can raise their incomes to a 
level adequate to make public assistance unnecessary. 

With this in mind, our legislature in 1955 provided an annual appropriation—a 
large sum for a State of our small size and financial resources—of $100,000 to 
reactivate the State’s economic development commission which I have the honor 
to revresent. Very briefly our program—which we recognize will take a long time 
to work out—is this: 

1. We nave initiated basic research studies to identify the specific causes of 
underemployment and low incomes in those areas of the State in which these 
constitute problems. As an early result of some of these studies, we have been 
able to identify the underlying causes of some of these problems. 

2. In cooperation with chambers of commerce and other community organiza- 
tions throughout the State, we are undertaking, and we have in progress, studies 
which seek to define the industrial resources of every area of the State and ap- 
praise the possibilities for better utilizing these resources. 

3. On the basis of the results of such studies, we plan to assist communities in 
promoting the establishment of enterprises suited to the resources and situation 
of the communities by disseminating information to prospective enterprisers, both 
local and from out-of-State, by giving both the communities and the prospective 
enterprisers every technical assistance we can afford, and by bringing together 
prospective enterprisers, suppliers of capital, and competent management. 

There are other phases of the overall program, consisting of a rather complete 
job of information collection and dissemination; the organization of advisory 
committees to assist both communities and industries in finding solutions to 
their problems; cooperative action programs with other State and Federal 
ugencies ; industrial location surveys with private research and consulting groups; 
aud other activities common to most developmental agencies. But the heart of our 
program is discovering and promoting opportunities for expanding employment, 
and all of our activities are directed toward that primary goal. 


New Mezico’s interest in the proposed legislation 


Our interest in the bill you have under consideration is this: We hope you will 
give it favorable consideration because we think that the loans and the technical 
assistance which it will make available to such areas as we have described will 
greatly augment, and make more effective, our own efforts to bring additional 
employment opportunities to the depressed areas of New Mexico. Before I ex- 
plain why, let me say that we are not here looking for handouts. We do not 
think handouts provide a permanent solution to our problem, and we do not 
regard the proposed legislation as another handout. We do think that the assist- 
ance offered by the proposed legislation provides a means by which we can, by 
working with our communities, achieve the objectives of our developmental pro- 
gram much more readily than we could without such assistance. 

Let me explain why we think such assistance is particularly important to our 
program in New Mexico. 

These 10 counties of New Mexico whose difficulties we have outlined have been 
quite isolated from the industrial advance of the United States. For that reason 
they are not well known. Prospective enterprisers do not automatically consider 
for location areas with which they have little or no knowledge, and indeed, the 
lack of knowledge about New Mexico, particularly its northern counties, is almost 
appalling and takes such almost ridiculous forms as inquiries concerning the 
problems involved in currency exchange, import and export regulations, and 
whether we have public schools and indoor plumbing facilities. 

Under these circumstances, it is difficult to attract venture capital or enter- 
prise to New Mexico. We feel that the bill under consideration goes a long way to 
helping us attract enterprisers by making it possible for them to secure part of 
their capital under especially favorable terms. 

With the assistance offered if this bill were enacted into law we feel that we 
could more effectively overcome the disadvantages to our industrial development 
imposed by lack of knowledge about our resources and our people. 
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For example, one of the commonly held misconceptions about our people is that 
because they have not been reared in an industrial environment, they are not 
adaptable to industrial employment. Our few experiences with introducing 
Indians and native people to industrial employment during and since the war 
have proved beyond a doubt that they are extremely adaptable, both tempera- 
mentally and occupationally, to such employment, particularly when it involves 
the need for a high degree of manual dexterity. Moreover, the large influx of 
people from the Middle West and East seeking a more salubrious climate and 
less crowded living conditions have provided much of the State—and it has 
trickeled even into the northern counties—with a large number of people with 
technical and managerial skills who at present are either underemployed or are 
employed in occupations which do not utilize their most valuable skills. 

Our experience with those employers who for one reason or another have been 
forced to locate in New Mexico—manufacturing, which received nationwide 
publicity a few years ago, is a good example—is that they have been delighted 
with the labor force available to them in New Mexico. We feel that if through 
the inducements offered by this bill, we could get more employers to try estab- 
lishing in New Mexico, they would be equally happy. Moreover, because of the 
strong tendency for the one industry to attract another, we feel that such a move- 
ment once started would be self-generating. 

In summary, gentlemen, we see in this proposed legislation a very effective 
assist to our efforts to expand employment opportunities in the distressed areas 
of New Mexico—an aid which could well tip the balance for success or failure 
of those efforts. We want to add our voices to those asking that you give it 
favorable consideration. 


Selected data supporting Mr. Huffman’s testimony for 10 distressed counties in 
New Mexico consisting of Colfar, Guadalupe, Harding, Mora, Rio Arriba, 
Sandoval, San Miguel, Santa Fe, Socorro, and Taos 
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STATEMENT OF HON. DeWITT S. HYDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MARYLAND 


Mr. Hyper. Thank you, Mr. Chairman, for giving me an opportu- 
nity to speak in behalf of my bill, H. R. 8472, which would assist areas 
to develop and maintain stable and diversified economics by a program 
of .financial and technical assistance. Certain areas in the United 
States, including an area in my own congressional district, have been 
classified as distress areas for various reasons. At one time, in my 
trict, Allegany and Garrett Counties produced a sufficient amount of 
coal to maintain a balanced economy, and some of this could be re- 
stored by new markets and new uses for coal. Then, too, we must 
replace industries which have moved to new locations by providing 
some technical and financial assistance to new industries who will 
locate in these areas. To some degree we have been able to do this in 
iny district, and I want to point out how important it is for communi- 
ties to develop programs to attract industry suitable to the local labor 
supply. Communities themselves must endeavor to sell to industry 
their natural advantages, that is, the opportunities they have to offer, 
such as labor supply, housing, transportation, schools, water supply, 
and other things conducive to interesting industries in their locale. 
Once such a program as this is inaugurated by a community, financial 
and technical assistance will be of great benefit to the community in 
settling an industry in the area. The extent of technical and financial 
assistance needed has not yet been determined, and it would be my 
view that we should approve a limited bill such as H. R. 8472, for I 
feel that, with the help of the local communities, this assistance 
would be adequate. Frankly, I am proud of the efforts that have 
been made by the local officials in my district to seli their communities 
and I believe a bill to give them the proper assistance would be of 
great benefit to us. 

Thank you, Mr. Chairman. 


STATEMENT OF HON. A. M. FERNANDEZ, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW MEXICO 


Mr. Fernanpez. Mr. Chairman and members of the committee, 
I am deeply grateful to be afforded the opportunity of appearing 
before you in support of the depressed-areas legislation now before 
the committee. 

I am particularly grateful to be here as a representative of the peo- 
le of New Mexico because of the particularly pressing need for legis- 
(ion of this type in many areas of the Nation, of which New Mexico 
is one of the more hard pressed, due in part to the fact that much of the 
lands in our State belongs to the Federal Government. 

The disparity in the national income and general standard of liv- 
ing to the appallingly low economic conditions in certain locales of 
the Nation is difficult to reconcile. 

As a nation we are justifiably proud of our high standard of living 
and of the many luxuries over and above what are considered the vital 
necessities of life which our citizens as a whole are privileged to enjoy. 

It is paradoxical, however, that although the per captia income for 
the Nation as a whole in 1955 was $1,770, there are large areas of the 
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Nation whose inhabitants earned yearly incomes ranging from an 
average of $570, as evidenced in 10 counties of my State, to State 
per capita incomes elsewhere in the Nation of $873 and $970. 

It would be easy to understand such a low per capita income level 
were the areas so affected so poor in resources as to make them virtually 
impossible to sustain a large population. However, that is not the 
case in many so-called depressed areas and certainly not true in my 
own State of New Mexico. 

In our New Mexico counties which qualify as being depressed areas 
the employment of the people has depended, to a large exient, on agri- 
cultural prosperity which, for the past few years, has been on the de- 
cline. This fact, coupled with the fact that the State of New Mexico 
has been suffering from an unusually long and disastrous period of 
drought conditions, has resulted in a situation whereby their normal 
manner of obtaining a living is no longer available to them. 

There is now an existing labor force of 45,000 which is unemployed 
a large part of each year, and when employed many of these are under- 
employed. Even when they can find work, it is not enough to maintain 
decent subsistence. There are 153,000 of our citizens living on in- 
comes averaging less than half of the national average. 

Prosperity spread its benefits over the American people as never 
before in 1955. Industrial production was greater, employment was 
better, income rose higher than in any previous year, and wages were 
raised in many places. 

Yet, this national prosperity notwithstanding, there are many areas 
of the Nation where conditions approach those of the depression years. 

The 153,000 people in the depressed 10-county area of New Mexico 
constitute nearly one-fifth of our people. Here you have a unique 
situation where the per capita income is a way below the national aver- 
age, yet where 75 percent of the people own their own homes. ‘These 
people do not easily leave their homes, homes which in many cases 
have roots going back over 3 centuries of living. 

You will find that the subsistence-level farming in these rural 
areas which was suflicient for their needs 50, 60, or 100 years ago can 
no longer support the families of today. These people desperately 
want work, and are highly skilled workers, but there is none to be had. 

The result is that a large segment of the population is forced to 
become migratory during a large part of the year, and follows the 
seasonal employment in remote areas which often takes them com- 
pletely out of the State. 

You have, in effect, a situation whereby a large segment of our citi- 
zens are forced, in order to survive, to become displaced persons. 

Our State welfare agencies cope with the situation as best they 
can, but it is impossible to give the amount of help that is actually 
needed and, ultimately, it is a form of charity. Our people in these 
depressed areas do not want charity. We don’t want Federal hand- 
outs, and we aren’t asking for pork-barrel legislation. 

What we do want is an opportunity for our laboring people to 
obtain labor that will enable them to live under a stable economic 
condition. The depressed-areas legislation will provide that oppor- 
tunity. 








AREA ASSISTANCE ACT OF 1956 363 


I recall a radio address made by Franklin Delano Roosevelt in April 
1938, in which he said: 
Not only our future economic soundness but the very soundness of our demo- 


cratic institutions depends on the determination of our Government to give em- 
ployment to idle men. 


The implementation of this legislation would provide such employ- 
ment to those areas of our Nation which now lag far below the national 
average in per capita income. 

I would like to insert in the record part of a letter I received from 
the Mountainair Chamber of Commerce in March of this year: 


We feel sure you are somewhat familiar with conditions here. However, no 
one, not living here, can possibly understand the problems we have faced and 
will continue to face until farming conditions improve. We also believe that 
no town or community can be as prosperous as they should be without industry 
to help support it. In our case, we have to procure industry here to survive. 
More than 50 percent of our population has been forced to leave their homes and 
seek employment. Some of the business firms have made arrangements for the 
wife to look after their place of business and the husband seck employment. 
As stated above, this condition has lasted for 8 years and looks very much the 
same again this year. 

Whenever you have economic ills, others rapidly multiply to the 
detriment of the Nation as a whole. Education suiflers, health prob- 
lems multiply, and vast quantities of relief items necessitate the 
expenditure of the public funds to avoid disaster in the affected areas. 

Much legislation has been passed to conserve our vital national 
resources, but this depressed areas legislation is, 1 believe, the first 
to acknowledge the fact that the American wage earner is our most 
valuable resource. This legislation would enable large numbers of 
our citizens to enjoy an economic health which is their birthright, 
not by offering them charity, but by affording them the means whereby 
they can profitably enjoy the fruits of their labor and build with the 
rest of the Nation toward a stronger and healthier America. 

I am grateful for the privilege of having been able to appear before 
your committee on behalf of my people and in support of this very 
worthwhile legislation. 


STATEMENT OF HON. WINFIELD K. DENTON, A REPRESENTATIVE 
IN CONGRESS FROM THE EIGHTH DISTRICT OF INDIANA 


Mr. Den‘ron. I am Winfield K. Denton, Representative from the 
Eighth District of Indiana. I want to thank this committee for the 
opportunity of appearing here today. I have introduced a bill, H. R. 
8114, providing for relief of economically depressed areas, but be- 
sause of a tax-amortization provision of the bill I introduced, it has 
been referred to the Ways and Means Committee. 

However, I wish to urge that your committee take favorable action 
on other proposals contained in similar bills pending here. I feel 
that legislation of this nature is extremely important and that Con- 
gress should not adjourn until it has passed legislation for the benefit 
of depressed areas. We all know the present depression in the farm 
areas, and unless it is corrected it will inevitably spread and add 
many more cities to the number now suffering economic distress. 

The city of Evansville in Vanderburgh County, Ind., is the largest 
community in my district. It has a population of approximately 
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130,000 people. The report of the Indiana Employment Security 
Division shows that, for the month of February 1956, 9,200 people 
were unemployed in that area out of a labor force of 77,800. Thus, 
approximately 12 percent were unemployed during February. Un- 
employment in that area was about 28 percent higher than it was a 
year ago, and it increased about one-third over the figure for January 
of this year. 

I do not have official unemployment figures for the month of March, 
but apparently the economic situation has worsened because there were 
8,733 people receiving surplus food in the 4 townships within the city 
during February, and that number increased to 9,760 for the month 
of March. However, many people employed in Evansville live in 
adjoining Indiana counties and in nearby Kentucky and Illinois. So 
the economic problem is much greater and extends over a wider sur- 
rounding area than is indicated in the unemployment figures I have 
given or is reflected by the number of persons receiving surplus food 
within Evansville proper. 

I am sure these people who are unemployed do not want charity; 
they do not want relief. They want merely an opportunity to work, 
and it seems to me that the Government should assist in carrying out 
plans that would give them work—both for the good of this commu- 
nity and others like it and for the good of the country in general. 

My bill, H. R. 8114, provides for Government loans to finance the 
development of industry in depressed areas, the channeling of defense 
work to these areas, and for loans or grants for needed public works. 

A provision of my bill that is most greatly needed is the rapid tax- 
amortization feature which was the reason for its being referred to 
the Ways and Means Committee. This provision is that capital in- 
vestments by industries in the depressed areas may be written off for 
tax purposes in 5 years. This, of course, would be a great incentive 
to bring new industries to these areas. 

The situation in Evansville is all the more distressing because many 
of the industries there have obtained defense-production work in the 
past and some of them have large quantities of Government-owned 
tools. There is a large body of skilled workmen there who are trained 
and experienced in such work. Certainly a strong effort should be 
made to channel defense work to an area such as Evansville, which has 
performed a great deal of defense work during World War IT and 
during the Korean hostilities, and where both employers and em- 
ployees are capable and qualified to do this work efficiently and eco- 
nomically. 

Some of the bills which have been proposed, including my own, 
define a depressed area as one where 9 percent unemployment existed 
for 18 months, or where 6 percent unemployment has prevailed for 
3 years. Possibly those time-and-percentage requirements may be 
too great and may not adequately provide for conditions such as some 
areas have experienced. 

Several sharp drops in employment may occur within a year or a 
period and be followed by employment gains which may be only tem- 
porary, but yet may be enough to keep the average unemployment be- 
low the minimum percentages required in these bills to place the com- 
munity in the depressed-area category. Possibly the definition ought 
to be so drawn as to include a factor for sharp fluctuation of employ- 
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ment or to weight the average for the number and severity of changes 
in unemployment during a period. Stability of employment is im- 
portant, as well as percentage of employment. 

Over the 3 years, 1953, 1954, and 1955, Evansville area unemploy- 
ment exceeded 6 percent during 18 months and exceeded 9 percent dur- 
ing 8months. It exceeded 9 percent 5 months in a row, and exceeded 
6 percent for 15 consecutive months. Currently, unemployment has 
exceeded 6 percent for only 3 consecutive months, but nevertheless 
has reached a very high figure, as I mentioned. 

We hope and believe that this situation in Evansville will be alle- 
viated before the community falls into the depressed-area category as 
defined in these bills. However, the people now without work there 
are suffering just as surely as those in areas where great unemploy- 
ment has continued for a longer period. 

Many people cannot exist for as much as 18 months without either 
employment or charity. They do not want charity, so probably they 
will leave the depressed community, thus dissipating a valuable 
reservoir of skilled labor there and causing a severe housing shortage 
in the areas to which they move. Human distress cannot remain 
confined. 

We learned from the experience leading up to the great depression of 
the 1930’s that when there was a distressed area it did not remain 
static, but the conditions fanned out to other communities. For the 
good of the entire country something should be done to relieve these 
distressed areas so that the unemployment and depression of these 
areas shall not spread to the entire country. 

It is not a healthy condition to have intense business activity in some 
communities and distress in other areas. This condition could be 
alleviated, I believe, with localized programs of public works, by chan- 
neling defense work to distressed areas, and by providing rapid tax- 
amortization and Government loans to encourage industry. 

Again may I say that I think you are dealing with one of the most 
important problems before this Congress, and I think the measures 
before your committee present a most positive program for dealing 
with this problem. Let me thank you again for the privilege of ap- 
pearing before your committee. 


STATEMENT OF HON. PERKINS BASS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW HAMPSHIRE 


Mr. Bass. Mr. Chairman, I should like to make a few comments in 
support of H. R. 8555, the so-called Areas Assistance Act of 1956 en- 
dorsed by the President and his administration. As a Representa- 
tive of New Hampshire, this bill is of particular importance to me and 
the people I represent in Congress—so much so that I have introduced 
an identical bill, H. R. 8532. The main purpose of this legislation is to 
start a program of assistance to depressed areas. 

New Hampshire is fortunate in that we now enjoy a comparatively 
high level of prosperity and employment. But some of our important 
industries are vulnerable in the event of a slight decline in business. 

We are one of the first States to achieve a high degree of industrial- 
ization. We still have a predominance of old industries which tend to 
grow slowly, or even decline because of changes in the markets and 
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competition from newer industrial areas. Our two major industries, 
textiles and shoes, today receive a smaller portion of the national in- 
dustrial market. Add to this the imbalance created by recent Federal 
agricultural, public works, and tax policies—all of which tend to take 
cash from New England and spread it elsewhere. For example, New 
England received less than one-half of 1 percent of flood control outlay 
in recent years, or one-fifteenth of what might be expected on the basis 
of our economic position. 

Certainly it is time that a bill such as the proposed Areas Assistance 
Act be enacted to help us help ourselves create the kinds of industry 
and employment which can best use our highly trained New England 
labor, and permit us to grow and flourish with the same speed which 
so many other areas of the Nation are now experiencing. This is not 
a proposal which calls for Federal controls or the Federal Government 
taking over in depressed localities. On the contrary, it emphasizes and 
preserves local initiative and responsibility in handling the problem 
of depressed areas. This is a self-help bill and a practical bill. I 
sincerely urge its favorable adoption by this committee. 


STATEMENT OF HON. EUGENE SILER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KENTUCKY 


Mr. Strer. Mr. Chairman and committee members, thank you for 
allowing me to come before you in support of my bill, H. R. 8283, 
which would create a corporation called Employment Restoration 
Authority, or ERA for the sake of brevity, and which would help re- 
store normal industrial employment in certain depressed areas over the 
whole United States. 

Very frankly, I myself come from one of these areas located down in 
southeastern Kentucky, but this bill is by no means a local bill nor a 
partisan proposal. My bill is national in its scope and nonpartisan in 
its character. 

THE PROBLEM OR NEED 


Various spots over the country and within the fabric of our indus- 
trinl economy are facing hardship and depression at the present time in 
spite of the prevailing prosperity that exists in the general picture of 
our present status here in America. Some of these spots are in the 
textile areas of New England and in the soft coal areas of West Vir- 
ginia, Pennsylvania, Kentucky, and Illinois. The President himself 
took cognizance of these depression spots and the need to assist. them 
in an economic way when he spoke the following words in his annual 
message to Congress : 


We must help deal with the pockets of chronic unemployment that here and 
there mar the Nation’s general industrial prosperity. Economie changes in re- 
cent years have been often so rapid and far-reaching that. areas committed to a 
single local resource or industrial activity have found themselves temporarily 
deprived of their markets and their livelihood. 

Such conditions mean severe hardship for thousands of people as the slow 
process of adaptation to new circumstances goes on. This process ean be 
speeded up. Last year I authorized a major study of the problem to find addi- 
titonal steps to supplement existing programs for the redevelopment of areas of 
chronic unemployment. Recommendations will be submitted, designed to supple- 
ment with Federal technical and loan assistance local efforts to get on with this 
vital job. Improving such communities must, of course, remain the primary 
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responsibility of the people living there and of their States. But a soundly 
conceived Federal partnership program can be of real assistance to them in their 
efforts. 


HELP PROVIDED 


My bill provides for a Federal corporation in the Department of 
Labor, somewhat on the pattern of TV A, except that it would not run 
on indefinitely nor after completion of its specific mission, viz, that of 
helping settle industrial employers in the sick areas of unemployment 
in the different. States throughout our country. The corporate name 
would be Employment Restoration Authority or ERA and its or- 
ganizational setup would be a three member Board of Directors ap- 
pointed by the President, which Board would in turn run its affairs 
like a business and hire the managers and employees needed for the 
complete operation. 

The operation would be prosecuted only in surplus labor areas as 
classified by the Department of Labor. 

The operation would contemplate a three-way cooperative enter- 
prise by the (1) local communities or areas, by the (2) Government 
through ERA, by the (3) private industrial enterpaises to be attracted 
into the areas. Local communities would furnish plant sites; ERA 
would furnish buildings suitable to be leased to private enterprises at 
reasonable rents; private enterprises would take over the buildings, 
pay the rentals, furnish the management and know-how and employ- 
ment. Then after 10 years of operation and rent payment and fur- 
nished employment, the private companies so doing would be en- 
titled to deeds to the properties on which they would have already 
satisfied the equivalent of the construction expense in the form of 
rentals paid back to the Government through ERA. 

The bill provides for rentals to be paid at the rate of 10 percent 
per annum on the construction expense of the industrial facility used. 

The bill provides for a limitation on construction expense of not 
more than $1 million for each facility and a further limitation of not 
more than three facilities for each labor surplus area. 

The bill would require each industrial tenant or business enterprise 
to maintain a payroll averaging not less than 50 employees each month 
during each month of.the rental contract. 

The bill would require-ERA to fold up its activity and move away 
if and when any area of its operation is taken out of its surplus labor 
classification by the Department of Labor. 


FINAL NET COST 


The final net cost of ERA to our Government would be small, in 
fact only its administrative cost, for it would be a self-liquidating 
proposition through the rentals collected from private industries. 

The only free subsidies would be those of plant sites donated by 
local communities in interest for construction of buildings. 


TERMINATION 


It is considered that the entire purpose and operation of ERA anu 
this proposed legislation would be terminated in about 15 years and 
after surplus labor areas had been assisted and after industrial em- 
ployment had been satisfactorily built up in depressed areas. 

Again, I thank you for your reception and forbearance. 
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STATEMENT OF HON. ROBERT HALE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MAINE 


Mr. Hare. I am appearing here today in support of H. R. 8681, 
introduced by me on January 23, 1956, and referred to the Committee 
on Ways and Means. I am informed that this Committee on Banking 
and Currency is hearing evidence on and giving consideration to those 
aspects of the bill which do not directly involve taxation. 

I was prompted to introduce this bill which is similar to that intro- 
duced by a number of other Members by the acute conditions of un- 
employment prevailing in those parts of the First Maine District 
where textile industries have been closed down or have sharply cur- 
tailed employment. Much the most critical area in the district is the 
community of Sanford which formerly employed around 4,000 peo- 
ple in the Goodall Mills. These mills were purchased in 1954 and 
the manufacture of textiles in this area has been terminated. The 
inhabitants of the town with great energy and determination have 
organized to replace this large textile industry and their success in 
finding other and diversified industries cannot be too highly praised. 
At the same time, the loss in employment has nowhere near been made 
up. There must be at least 3,000 jobs needed in this area at the present 
time if the deciency is to be made up and the population of the town 
anything like maintained. 

While I have no fixed ideas as to the form of legislation best adapted 
to the relief of depressed areas, the provisions of H. R. 8681 would 
seem to me to offer a reasonable approach to the problem. I am satis- 
fied that the definition of “depressed area” found in section 6a of the 
bill would include the town of Sanford, Maine, and possibly other 
communities in my district. I believe that a depressed area admin- 
istrator would be most helpful to the inhabitants of this community 
who certainly do not expect the Federal Government to solve their 
problems but who in meeting their difficult situation would wel- 
come the sympathetic assistance and cooperation of a depressed area 
administration. 

I therefore very much hope that some legislation of this general 
character will be favorably reported by your distinguished committee. 


STATEMENT OF HON. AIME J. FORAND, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF RHODE ISLAND 


Mr. Foranp. Mr. Chairman, I thank you and the members of your 
committee for allowing me to testify upon a subject that certainly 
should be given as much attention by the Congress as Congress would 
give any piece of legislation concerning the public welfare and the 
national good. 

I refer to legislation designed to alleviate unemployment in de- 
pressed areas of our country. There are within our country approxi- 
mately 21 textile areas alone which have suffered substantial reductions 
in employment over the past 5 years. 

The 1956 list published by the Bureau of Employment Security, 
shows these areas and makes particular note of those which are con- 
sidered “substantial labor surplus areas.” I invite your attention to 
the fact that Rhode Island is classified as one of these “major areas,” 
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that is to say, Rhode Island has been hit hard by this problem of 
unemployment. 

I am not unaware that other parts of the country are suffering from 
the same malady; Massachusetts, parts of Pennsylvania, and North 
Carolina, to name but a few. 

The problem is upon us and we must face it. To procrastinate any 
longer would only lend more flame to the burning decay of our econ- 
omy. I was taught, and I still maintain, that every integral part of 
our country is necessary to constitute a healthy economy. The econ- 
omy of any one city, or of any particular State, is so interwoven into 
the national economy that to disregard an illness in any one of these 
areas would leave the sore festering, with its malignancy upon the 
overall economy of the United States. We do not have a healthy 
economy while we have chronic unemployment in these distressed 
areas. The question arises, What can we do about it? 

Federal leadership and assistance is needed to bring these areas to 
their feet until they are able to fend for themselves. Local efforts in 
many cases are just not sufficient to vitalize the industries and inject 
into the people of those areas a feeling of security and confidence in 
their jobs, State and country. In my own State, Rhode Island, won- 
derful work has been done by our Governor, Dennis J. Roberts, to 
diversify the industries, to replace and relocate the labor force that 
was cast into the ranks of the unemployed by textile-mill liquidations 
and migrations. 

In most cases the hands of these local people are tied by circum- 
stances remote from their immediate areas—by policies established 
by the Government—shift in markets for various goods—depletion 
of natural resources, and the like. For those intangible factors, 
changes fostered changing habits of the people, we certainly cannot 
change their desires nor press upon them articles or material, just 
because someone says they are good for the American economy. To do 
so would be tantamount to Russia’s 5-year plans, wherein they tell the 
people what to wear, what to eat, and what to buy. America is a free 
economy, a country made great by the spirit of free enterprise, initia- 
tive, and ingenuity. But let us be realistic for a moment and ask 
ourselves, What can be done now ? 

One of the policies that we can change, without destroying any of 
our principles, is our tariff policies. I realize that we must have trade 
with other countries and, up until last year, I voted for the extension 
of the Reciprocal Trade Agreements Act whenever the subject was 
brought before the House for a vote. I interpreted the word “Recipro- 
cal,” in the title of the act, to mean: “to give and take mutually”; but 
I have foand, to my regret, that, as interpreted by those who admin- 
ister this law for our Government, it now seems to mean “give until 
it hurts” and then some. 

I opposed H. R. 1, when it was before the House last year, because 
I felt then, and I feel now, that many of our industries, who were 
struggling for survival were being traded away without regard for 
the welfare of the owners and workers, whose products had already 
been deprived of the protection they needed, by repeated reductions 
in the tariff rates, thus permitting other countries to flood our markets 
with competitive items, produced at which we, in this country, would 
consider slave labor rates. 
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We would find, if we took the time to check our tariff lists, that the 
very products that we are easing into this country are the products 
that are in direct competition with those areas so badly depressed. 

Mr. Chairman, we, as Americans, owe a moral obligation to those 
Americans less fortunate than we. So, too, there is an obligation owed 
by those in Government to attempt to alleviate the poverty and suffer- 
ings of those areas which have been overrun by unemployment. Now, 
I speak of this because this tariff question is one phase of the problem 
that would help to insure and bolster the economy of these areas. This 
is one concrete step that we can take in restoring and supplementing 
the economy of these distressed areas. Legislation is needed now to 
fill in the gaps. 

Presently, there is before this committee a bill introduced by you, 
Mr. Chairman, that certainly would do much to alleviate unemploy- 
ment in these areas, and at the same time provide impetus to the 
economy of the areas so afflicted. Senator Douglas also has a very 
meritorious bill, which would do much the same for the ills of the 
areas concerned. I agree wholeheartedly with the principles and en- 
deavors encompassed in these two measures to promote the national 
economy by patching the weak spots. 

While we realize that Federal assistance is needed in these distressed 
areas, 1 am aware that many people are opposed to this type of legis- 
lation. Whatever their opposition has been, I, for one, cannot under- 
stand their position. I refer specifically to testimony before this com- 
mittee by a Mr. Perry M. Shoemaker, president of the Delaware, 
Lackawanna & Western Railroad, who stated “Federal subsidy is not 
the long-run answer to the problems of those which have not, * * * if 
some particular area is obsolete,” he said, “it would be better for the 
people to find employment elsewhere.” 

Mr. Chairman, that is the most arbitrary and capricious statement 
I have ever heard. It is in complete disregard for the lives and the 
future of those people that are suffering in areas of great unemploy- 
ment. I question the motives of Mr. Shoemaker before this committee, 
and I invite him to make that statement to the 800,000 people of Rhode 
Island, to pick up and move out to seek other employment. 

Much is made today of the term “prosperity.” There are those 
who would have us believe that we are enjoying the fruits of a pros- 
perous economy. I am certainly not a prophet of doom and gloom, 
but I do want to say that, for those people who are now, and have been 
unemployed, it is for them a real tangible depression. 

For those people who are now receiving unemployment compensa- 
tion, and those whose money has run out and who are being subsidized 
by public relief agencies, it is a severe depression. The gravest in- 
justice we can perpetrate upon these people is to remind them that 
we have a flourishing economy, that we are now enjoying the greatest 
prosperity in history. Nor is it proper to suggest that they pick up 
their families and possessions and move on to greener pastures, leaving 
behind them their heritage, their families and their friends. Mr. 
Chairman, I would not have the heart to even start to suggest such a 
solution. 

We are an intelligent people, a people who find solutions for our ills 
by sitting together as a democratic group and discussing our problems. 
That is just the purpose of this committee, and the remedy may be 
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found in these bills now pending before the committee. The bills— 
H. R. 8555 and S. 2663—reflect the type of reasoning that should be 
applied to this problem of vast unemployment. Rather than present 
a procedure of trial and error with human dignity, these bills offer a 
plan, an intelligent undertaking to legislate in the field of human 
misery. 

These are my views, Mr. Chairman. I trust I may have contributed 
something to the thinking of this committee and that you will report 
out legislation on this subject without delay. 





STATEMENT OF HON. GEORGE M. RHODES, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Ruopes. Mr. Chairman, members of the committee, I appre- 
ciate the opportunity of appearing here to state my views on this most 
critical problem of economic distress which exists in many parts of 
our country. 

It is indeed a tragic paradox that these pockets of chronic unem- 
ployment exist in the midst of the well-advertised “boom” in our 
national economy. ‘This problem is more than a local concern, al- 
though it most obviously works the greatest hardship on those unem- 
ployed workers and their families in a particular community. Chronic 
unemployment and serious economic distress is in addition a broad 
national problem because of the interdependence of our present-day 
economy. 

By enactment of the Employment Act of 1946, Congress recognized 
the Federal responsibility “to coordinate and utilize all of its plans, 
functions, and resources for the purpose of creating and maintain- 
ing * * * maximum employment.” It is obvious that maximum em- 
ployment is not attainable if wasteful conditions of chronic unemploy- 
ment are permitted to continue. 

My district of Berks County, Pa., includes the city of Reading, 
which in the past has been an area where unemployment has repeatedly 
brought hardships to thousands of our workers and their dependents 
and disrupted our local economy. Like many New England commu- 
nities, Reading is a textile producing center, ranking 12th in the 
Nation in the manufacture of textile mill goods. Textile workers 
make up about one-fourth of the employment in manufacturing indus- 
tries. But Reading is far from a one-industry town. Other impor- 
tant industries include primary metals, leather and leather products, 
machinery, apparel, hosiery, transportation equipment, fabricated 
metal products, chemicals, and petroleum. Yet despite this diversifi- 
cation, over 7 percent of the labor force was unemployed during the 
recent recession. 

I am happy to say that unemployment has been reduced so that 
Reading is no longer included in the Labor Department’s classifica- 
tion of areas of “substantial” unemployment. However, many neigh- 
boring communities in Pennsylvania have not been so fortunate. 
Persistent severe unemployment has continued to plague such cities 
as Scranton, Wilkes-Barre, Altoona, Johnstown, and Hazleton. Un- 
employment in Philadelphia has now risen sharply above the 6-percent 
level. 
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Economic policies of the present administration are in my opinion 
shortsighted and narrow and offer little guaranty that employment in 
marginal situations will remain at the present level. Just recently 
the Federal Reserve Board increased its discount rate in all but 1 of 
the 12 regions in an effort to tighten up on bank credit. In flirting 
again with the ill-fated “hard-money” policy which set off the 1954 
business recession, the administration may a opening the doors to 
an increase in unemployment, especially in areas which are now just 
beginning to recover from the previous economic setbacks. It is ex- 
nected that tightening up of credit will hit small businesses most 
Sheviae, since the price of credit is of such importance as a cost factor. 
This could mean postponement of proposed expansion operations and 
a reduction of ‘ob opportunities for those workers now unemployed 
or just entering the labor market. 

I feel that the Federal Government has an important role to play 
in assisting these economically depressed areas. I feel that it should 
be a leadership and financial assistance role, part of a coordinated 
effort by citizens at all levels of government—Federal, State, and 
local. As Governor Leader of Pennsylvania told the Senate subcom- 
mittee studying depressed area legislation : 

In whatever States the depressed areas exist, they present a problem that is 
too large for any 1 community and 1 State or the Federal Government alone to 
cope with. The solution will take a joint attack by all of them. 

It is my hope that prompt and affirmative action be taken by the 
Federal Government on this problem as soon as possible before fur- 
ther economic distress is heaped upon the people in these areas. For 
this reason I am greatly disappointed that the administration pro- 
posal, H. R. 8555 falls far short of what I feel is necessary to meet 
the problems of depressed areas. The basic philosophy of the ad- 
ministration bill is that major efforts toward economic rehabilitation 
of depressed areas be vested primarily in the individual locality. I 
submit that if local agencies had been able to cope with the problem, 
there would not now be the critical need for Federal action. Business, 
labor, and community leaders have not sat idly by as the economic 
depression has become increasingly severe. Real efforts have been 
made to attract new industry, develop new markets, and new prod- 
ucts. Some progress has been made, but these efforts have not been 
sufficient because the problem is of such broad scope. 

The problems of depressed areas have developed over a long period 
of years and have recently been accelerated by vast technological 
changes in major industries employing large numbers of the local la- 
bor force. Many companies, unable to compete with newer and more 
modern production methods, have moved their operations to other 
parts of the country where new plants were subsidized by tax write- 
offs and by local tax concessions. The problems of depressed areas 
are the result of long-range economic, geographic, and technological 
changes. They must be met with a program offering a long-range 
solution, in addition to immediate action to relieve present economic 
distress. 

It is my opinion that the provisions of the Douglas bill, S. 2663, 
are more realistic in terms of the need for vigorous Federal action 
to attack the problems of economically depressed areas and provides 
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for the minimum funds necessary to make the necessary efforts to 
alleviate these problems. 

Specifically, [ urge that a separate Depressed Area Administration 
be established to carry out the provisions of the act, rather than have 
the responsibilities for overall administration of the act divided be- 
tween the Department of Commerce and the Department of Labor as 
is provided in the administration bill. I submit that by placing 
primary responsibility in the hands of a Depressed Area Administra- 
tion a more vigorous and effective administration of the law will be 
obtained. 

1 urge that the $50 million provided for construction loans in 
H. R. 8555 be increased to at least $100 million and that the more liberal 
loan terms provided in the Douglas bill be substituted. I also feel 
that the $100 million in funds provided for assistance to public fa- 
cilities is much more realistic in terms of the needs of depressed 
areas. 

Other provisions of the Douglas bill dealing with technical assist- 
ance to depressed areas, special measures to assist so-called “sick in- 
dustries,” Government procurement provisions, accelerated tax 
amortization, vocational training, supplementary unemployment 
benefits, and the distribution of surplus commodities all appear to be 
sound and much more desirable than the provisions of H. R. 8555. 

There seems to be agreement that some concrete program of assist- 
ance is necessary for our depressed areas. The difference is between 
i piece-meal approach to the solution of these problems as provided 
in the administration bill and an all-out effort to achieve a permanent 
solution as is offered in the Douglas bill. 

I respectfully urge the committee to support the constructive and 
realistic approach of the Douglas bill. 


STATEMENT OF HON. A. FERNOS-ISERN, RESIDENT COMMISSIONER 
OF PUERTO RICO 


Mr. Fernos-Isern. Mr. Chairman, I thank the committee for the 
opportunity to present my views in support of H. R. 8555, which 
would assist areas to develop and maintain stable and diversified 
economies by a program of financial and technical assistance. 

My reasons for supporting this bill would be apparent to anyone 
intimately familiar with the history and the present stage of industrial 
development of the Commonwealth of Puerto Rico, especially in con- 
nection with the program which has been followed in Puerto Rico 
since 1948 and which is known as Operation Bootstrap. 

A few years ago Puerto Rico’s economy was sinking. It was purely 
agricultural and a one-crop economy at that. It offered only seasonal 
employment in an area of 3,500 square miles, only half being arable, 
and with more than 600 people per square mile. It was a desperate 
problem calling for keen imagination and prompt action. The answer 
was diversification of industry and agriculture, greater production, 
more industrialization, efficient labor and management, more capital, 
favorable credit. And finally, hope and faith, energy and perse- 
verance. 

The accomplishments in Puerto Rico during the 8 years since the 
beginning of Operation Bootstrap are evidence of the overt courage 











374 AREA ASSISTANCE ACT OF 1956 


of the Puerto Rican people, who are working in a framework of self- 
government made possible by their inventiveness and the wisdom of 
the United States Raonmanant It is outstanding evidence of the old 
maxim that when there is a will, there is a way—always true where 
man is allowed to live in freedom. The people of Puerto Rico knew, 
when they initiated their program, that there were grounds for hope 
and faith, and that perseverence would be rewarded. 

For in 1950, the 81st Congress, with only one opposing vote in the 
House and by the unanimous vote of the Senate, adopted Public Law 
600, which authorized the people of Puerto Rico to organize their own 
republican form of government under a constitution of their own 
adoption. It was formed according to democratic principles, and it 
was associated to the United States under a compact mutually agreed 
to in freedom. The psychological setting and the challenge were 
there. 

Now, there is before the committee a bill which would place the 
resources of the United States Government on the side of those areas 
which may need assistance to raise themselves toward the general level 
of the Nation. What, until now, Puerto Rico has been doing by itself 
with some help of the Federal Government, will be possible for others 
with a fuller measure of help from the Federal Government. 

H. R. 8555 is cited as the Area Assistance Act of 1956. Perhaps 
it could also be termed the “National Operation Bootstrap Assistance 
Act of 1956.” 

Mr. Chairman, I do not believe it necessary for me further to justify 
my support of the bill. I have only one amendment to offer for your 
consideration. I would add the name of the Commonwealth of Puerto 
Rico to subsection 101 (c) so that it may read: “As used in this act, 
the term “United States” includes the several States, the Territories 
of Alaska and Hawaii, the District of Columbia, and the Common- 
wealth of Puerto Rico.” 

The Commonwealth of Puerto Rico lives within the same economic 
system as the rest of the Nation; the same tariff on imports apply in 
Puerto Rico as in the mainland; there is free trade between Puerto 
Rico and the mainland. Puerto Rico is just one more unit within the 
context of the United States economic fabric. Unemployment in 
Puerto Rico creates hardship for many people and their families as 
it does elsewhere. And, very important, it also detracts from the 
national welfare by wasting vital human resources. 

To reduce further the unemployment in Puerto Rico would enhance 
the national prosperity. Puerto Rico, in spite of its per capita in- 
come of 50 percent of that of the lowest income State, last year pur- 
chased from the mainland over half a billion dollars in goods. An 
increase in the prosperity of Puerto Rico would certainly reflect favor- 
ably in that figure. And we can do our share in helping the Nation 
to prevent the accumulation of surplus goods. Puerto Rico’s problem 
is not a problem of the Puerto Rican people alone; it is also a national 
problem. 

Again, I thank the committee for this opportunity to appear. 
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STATEMENT OF HON. CARL ELLIOTT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Exutorr. Mr. Chairman, I appear before this committee today, 
first, to congratulate you upon the fact that you are holding these hear- 
ings on bills that are designed to aid areas of the United States that 
suffer with great unemployment. This is a subject that has needed 
congressional investigation and legislation for a long time. It is a 
problem that I have been wrestling with in the 7th Congressional Dis- 
trict of Alabama for a long time. It is a problem that I am deeply 
interested in. It is a problem that I think the Congress can, by ap- 
propriate legislation, be of great help in the solution of. 

Secondly, I appear before you today to offer some suggestions with 
reference to the legislation that you write. As I have indicated, my 
experience has been such, I think, as to qualify me to make a few sug- 
gestions. 

For several years now, I have represented that area of the southern 
part of the country that has had the highest proportion of unemploy- 
ment among its working force. I refer now to my home county of 
Walker County, Ala. But, what I am going to say will perhaps be 
equally applicable to several other counties of the 7th Congressional 
District cs de the problem in varying degrees exists. And, here, I 
want to call the committee’s attention to the fact that the reporting 
system of our Government, insofar as it relates to unemplovment, is 
inadequate. It is based primarily upon the larger centers of popula- 
tion and gives very little attention to the smaller communities. The 
point I am trying to make here is that if adequate investigation were 
made, it would, in my judgment, be found that there are perhaps 
hundreds of smaller communities throughout the country that have 
problems of unemployment just as great in proportion as are those in 
the cities where the figures are easily gotten at. 

So, my first recommendation is that in whatever bill you report, you 
provide that the figures of unemployment in the small communities of 
the country be made available to the Authority, or the Board or Com- 
mission, or Agency that you set up to deal with the problems of unem- 
ployment. 

In the rural areas of the South, and, in particular, the rural area 
that I have the privilege to represent, we have been going through an 
agricultural revolution in the past 10 years. Ours is an economy of 
small farms. However, we have reached the point in small-farm agri- 
culture that, by and large, the small farmer is less and less willing to 
depend upon his small acreage to earn for him a very few hundred 
dollars with which to try to feed, clothe and educate his family. The 
trend in north Alabama, as elsewhere, is for the small farmer to leave 
the farm, to seek employment in the centers of industry. No longer 
are many thousands of our small farmers willing to try to rear their 
families on the meager returns from a few hillside acres that they 
can only farm with comparatively primitive methods. Now, I don’t 
want to be misunderstood. We still have lots of small farmers in the 
7th Congressional District of Alabama. I would say that we still have 


25,000 of them. However, that figure compares with about 34,000 
listed in the 1950 Census. 
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So, it is becoming more and more apparent that if we are to prevent 
even greater suffering and, in effect, unemployment, on the small farms 
of America, we must set up some system of aiding the farm communi- 
ties to work out programs whereby maximum employment may be 
attained in those communities. The major crops are now allotted. 
There are over 22,000 cotton allotments in the 7th Congressional Dis- 
trict of Alabama. Over half of these allotments are less than 5 acres 
in size. 

There are many farm communities that desire to develop additional 
means of employment for their people, but they lack the resources to 
get going in this field. 

So, my second recommendation to your committee is that you provide 
in whatever law you write that consideration be given the farm com- 
munities of the United States that have very great problems of unem- 
ployment. 

Many Alabama farmers make so little in the course of a year that if 
they lived in one of the cities of this country, they would be classified 
as being unemployed. Our farm people should have consideration. 
There is a great field of planning and work in this regard that has yet 
been barely tapped. 

I was pleased, a year or two ago, to see a recommendation by the 
President of the United States that it was the intent of this adminis- 
tration to aid in the location of industry in rural areas. There is 
much to be done. And, if you have any doubt as to the distress that 
exists in rural areas of America, I refer you to the number of people 
in southern rural counties who are now receiving surplus agricultural 
commodities from the United States Department of Agriculture. 

Now, all of us know that the problem which you study is one of 
degrees in many places. For instance, there is the town that has lost, 
we will say, one of its principal industries. Of course, it may be 
possible that the town had some notice that it would lose that industry. 
There is a certain amount of suffering and dislocation and despair 
that goes with a situation like that. But, I submit to you that there 
is lots less trouble to all concerned in a situation like that than there 
is in one that I am going to describe to you. 

I live in a community wherein coal has been the principal leg of its 
economy since about 1890. In 1947, that industry had 7,000 em- 

loyees. Today, it has about 1,000, a reduction in employment in that 
industry of about 85 percent. Now, that is the type community that 
has really been hard hit. That is the type situation that is entitled to 
more consideration than any other as we go about trying to solve 
this problem. The question is what are you going to do with a com- 
munity that has lost its main economic support ? 

Well, in the case of Jasper and Walker County, Ala., there has 
been great suffering. This is shown by the fact that the last figures 
I have revealed that approximately one-third of the population in 
the community was receiving surplus agricultural commodities. 
There has been much suffering, much unemployment, much distress. 

In this situation, there has been a great effort on the part of local 

eople, political leaders, business leaders, and others to attract and 
dadehacs new industry. There has been some success along that line, 
but not nearly enough to replace the lost employment in coal. 

Here are a few of the things that local business, farm, civic, and 
political leaders have done in this community. They have urged the 
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local power company to build, and have cooperated in whatever way 
they could with the local power company in the building of, three new 
large steam electric power generating units. These units burn coal 
that is mined in the county. These units have helped to stabilize the 
coal industry. At least they constitute one new large customer that 
local coal has gained while it was losing nearly all of its other cus- 
tomers. The same people have cooperated with the same company in 
laying the plans and making the preparations to build a 300-foot-high 
dam in the county. It is estimated that the building of the dam, plus 
the clearing of the 20,000-acre reservoir area behind it will give em- 
ployment to some 2,000 people during most of the construction period 
of approximately 2 years. The power that will be generated by this 
dam will be added to the supply available in the area, and it is believed 
that this additional power, plus the huge lake of water behind the 
dam will make the area more attractive to industry. The dam will be 
built in accordance with existing law, and the rules and regulations 
prescribed by the Federal Power Commission. The dam will be oper- 
ated according to regulations prescribed by the Corps of Engineers. 
It is thought that the improvement of navigation on the lower river 
that will result from the building of this dam will make the entire 
area below the dam more attractive to heavy industry that might 
want to locate along the banks of the Warrior River. 

The same people mentioned have brought the poultry industry into 
the area with the result that since 1949 the county has become one of 
the largest broiler producing counties in America. Many small in- 
dustries have come along with the poultry industry. I will name 
some of them: 4 small poultry feed mills; 3 hatcheries; a poultry proc- 
essing plant is now under construction. Another feed mill will be 
started within 60 days. The county will produce 6 million broilers 
this year. 

The same people I have mentioned have brought in other industries. 
I will name some of them: 


A brassiere factory that employs about 200 people; 

Three small furniture factories; 

. Amattress manufacturing plant; 

. Asmall pillow and baby-bed factory ; 

. A national brush warehouse, and brush distribution point; 
. Acattle slaughter and processing plant; 

7. A steel fabricating plant ; 

8. An asphalt manufacturing plant; 

9. A concrete pipe plant ; 

10. Several new public warehouses ; 

11. Some of the existing industries were enlarged and expanded. 


I know the part that these people played in making this progress 
possible. I saw them do it. I worked with them wherever it was 

ossible. 
. In other fields, progress was made. Five public-housing projects 
were built in the county. A public health center, and a public health 
clinic will be built this year. Many new roads of all kinds have been 
built, and are now being built in the county through Federal, State, 
and local cooperation and effort. Many more will be built in the next 
few years. The Federal Government was prevailed upon to reinsti- 
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tute experimental studies in the underground gasification of coal at 
a cost of approximately $225,000 per year. 

All of this brings me to my third point. It is: In whatever law you 
write, be sure that you do not take away, or hamper in any way, the 
operation of private initiative in this field. Instead, I hope you will 
encourage every local effort that may possibly be made. The Federal 
Government should occupy the role of a strong partner to do the things 
that magnificent local efforts, like the one I have described, have not 
been able to do. 

The State of Alabama has just set up an industrial development 
commission and planning weal | It is headed by Gen. Lewis A. Pick, 
retired, former me of the Corps of United States Engineers. It 
will constitute a wonderful element of the strength of Alabama’s 
effort to aid its areas of high unemployment. The Federal effort 
should cooperate with this State effort. 

Not every community can have the large and financially strong 
industries. Some industries will be located in a particular commu- 
nity if that community is able to build a building which it can rent 
to the industry over a long period of time. My fourth point is that 
whatever agency you set up should have some money to help these 
communities of high unemployment to do the reasonable things that 
they might do to attract industry. A Government guaranty of some 
kind on the financing of such a building might do just as well. 

The Federal Government’s participation in this battle against the 
cancer of unemployment should be effective. It should be dramatic. 
The agency you create should have the power to wage an effective 
battle, with its local allies, against the dragon of unemployment. The 
head of this agency should be appointed by the President. The agency 
should report each 3 months to the Congress, as well as the President. 

There has been no centralized and coordinated attack on this prob- 
lem. I trust that you gentlemen will be able to devise a law that will 
hasten the day when our people will not be a prey to unemployment, 
and the hunger and misery that follow in its wake. Thank you. 


STATEMENT OF HON. DANIEL J. FLOOD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Fioop. Mr. Chairman, today I come before the Banking and 
Currency Committee to discuss with you the fundamental basis of our 
life together in the United States of America—the economic processes 
which support our 162 million people, and which alone give us the 
promise of material security and a rising living standard against the 
future. 

My theme is the part in those economic processes to be played by 
areas of economic distress and acute unemployment. Our objective 
is to use every reasonable power of the United States Government 
itself, combined with State and local governments cooperation and 
participation, every resource of our dynamic people, every ounce of 
leadership which we possess in our national councils, to the purpose 
that our economy in the Nation gear itself once more to an economy 
of full employment and economic progress. 

We are today declaring war against the shameful waste of human 
energy and human ability and human capacity to produce, which 
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comes about when men and women find no work when they seek work : 
when marvelous energy sources like our Pennsylvania coals lie un- 
mined in the ground; when whole communities and regions are seem- 
ingly condemned to chronic unemployment, deterioration, and hope- 
lessly prolonged distress. 

“We are not proposing a magic formula—a single panacea—a cure- 
all. Weare proposing a new sense of dedication, a new flow of purpose. 
that will be anenee throughout America to give us expanded indus- 
tries, new industries, more job opportunities, better and happier 
eommunities. 

It has been brought to my attention that there was introdueed in 
the Senate on January 9, 1956, what purports to be the administra- 
tion’s area development program. 

In view of the fact that this bill which, incidentally, I am advised 
further, was introduced in the House, is nothing more than a rewrit- 
ing of a series of bills already introduced by me, all of which is well 
known to the people of the anthracite coal fields. It is clear this is 
a belated though welcome approval of what has long bee my pro- 
gram for the economic development of areas of surplus unemployment 
such as ours. 

As a matter of fact, every: provision in this bill just introduced is 
contained in the Douglas-Flogd bill introduced by Senator Douglas, 
Democrat, Illinois, S. 2663, July 28, 1955, in the Senate, and by my- 
self in the House, H. R. 7857, August 2, 1955. 

It was agreed that since the Senate Labor Committee was sitting, 
hearings on this bill would begin and did begin before the Douglas 
Subcommittee of the Senate Labor Committee. As is well known in 
our area, investigators of the Senate Labor Subcommittee, preparing 
for hearings on the Douglas-Flood bill; appeared in Wilkes-Barre 
for several weeks last summer and made my Wilkes-Barre office their’ 
headquarters, and hearings were held also in several other States. 

I arranged interviews for them with various leading citizens of 
Luzerne County and the entire anthracite area to permit thése in- 
vestigators to obtain statements, interviews, statistics, material, pit- 
tures and so forth; all of which are now being presented at the Senate 
hearings. 

As the wire services noted at length, and very properly so, Mrs. 
Min Matheson, representing the International Ladies’ Garment 
Workers’ Union in Wilkes-Barre, and Mr. William Sword, chairman 
of the Committee of 100 from our area, appeared to testify at m 
invitation and the invitation of the Douglas committee; and I myse 
testified. 

News columns last summer carried an analysis of the Douglas-Flood 
bill as well as a statement issued by me and by Senator Douglas de- 
tailing the provisions of our joint bill. The purpose of our bill is to 
provide both a short and long term program to rehabilitate chroni- 
cally depressed areas in Pennsylvania and other sections of the coun- 
try. It contains loan provisions authorized to $100 million to dis- 
tressed areas, as well as provisions for direct grants for technical 
assistance. These loans are to be made only to properly authorized 
existing local organizations recognized as bona fide in the communi- 
ties which have indicated their ability to first help themselves, and 
provides for the creation of regional assistance administration units 
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under the United States Department of Commerce. There are many 
other provisions in the Douglas-Flood bill calling for vocational train- 
ing, technical aid, and loans dealing with public works of a necessary 
and essential nature. 

I make this statement in fairness to the Senate and House, in fair- 
ness to the local news services, the local people, in fairness to myself; 
and in order to remove any impression that may be created by the in- 
troduction of this latest piece of legislation on this same subject. 

I was pleased that the President’s state of the Union message con- 
tained reference to this subject of distressed economic areas. I hope 
and pray that in this session a bill on this subject will be passed. 

The title of the Douglas-Flood bill when introduced will be “Area 
Redevelopment Act,” to help relieve chronic unemployment in areas 
of substantial labor surplus. In other words, the purpose of the bill 
is to help distressed areas to help themselves. 

As a result of the widespread interest in the provisions of the 
Douglas-Flood bill, as indicated above, a series of hearings were 
held in many cities in several States, in order that we could obtain 
the best available information, suggestions, ideas, criticisms, and so 
forth with reference to the proposed law. An analysis of the testimony 
taken in all of these hearings made necessary a series of corrections 
and additions to the original draft of the bill, which is now being: 
prepared and will be introduced in the Senate by Senator Douglas 
and by myself in the House within a week. 

May I point out that as of May 1955 there were 154 major and 
minor areas in 42 States classified as having unemployment in excess 
of 6 percent by the Department of Labor’s Bureau of Employment 
Security. The worst and most persistent unemployment is centered 
in textile, railroad, and mining regions in Massachusetts, Pennsyl- 
vania, West Virginia, Kentucky, southern Illinois, and eastern Ohio. 
Areas of light industry, including chemicals, rubber, aircraft, farm 
machinery, and ordnance, in other States, also experience excessive 
unemployment. 

The Douglas-Flood bill provides for the establishment of a Rede- 
velopment Areas Administration and would: 

1. Make loans up to 75 percent of the cost for the construction 
of industrial plants or commercial facilities in depressed areas ; 

2. Make loans and grants for the construction of needed public 
facilities such as highways, hospitals, schools, water and other 
community facilities in areas of chronic unemployment; 

3. Provide retraining, reemployment, and vocational education 
and rehabilitation for the unemployed in such areas; 

4. Extend unemployment benefits for an additional 13 weeks 
to individuals who accept retraining; 

5. Aid industries and firms in distressed areas to gain contracts 
for supplies and services from Government procurement agencies. 

This bill establishes an Administrator who shall have the power to 
appoint local industrial development committees to plan for and advise 
the Administrator on means of relieving chronic unemployment in the 
local areas. 

Mr. Chairman, we cannot leave these distressed industries and areas 
to rot away. The lives of too many human beings are at stake to sit 
by and do nothing for these pockets of depressed industries and locali- 
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i while much of the rest of the country enjoys a high standard of 
life. 

Mr. Chairman, I would like to give you a digest of the Douglas- 
Flood bill. I point out that this analysis refers only to the original 
act as introduced by Senator Douglas and myself last year, and while 
many of the provisions of the original analysis will be included in the 
revised act about to be introduced, many important amendments and 
additions will likewise be included in the revised version of the bill: 


Purpose 


To provide assistance to communities, industries, enterprises, and individuals 
of depressed areas to enable them so to adjust their productive activity as to 
effectively alleviate excessive unemployment within such area. 


Organization 


1. Creates Depressed Areas Administration with Administrator. 

2. Advisory Committee consisting of heads of major Federal bureaus. 
Depressed areas defined 

1, Areas where 9 percent unemployment has existed for at least 18 months, or 

2. Areas where at least 6 percent have been unemployed for at least 3 years. 


(Studies made to determine these facts by Administrator and Department of 
Labor.) 


Local committees 


1. Once such area is determined, local industrial committee is appointed by 
Administrator, consisting of five citizens. 


Loans 
May make loans in financing construction of industria! plants: 


1. Need established by findings showing: 

(a) construction of facility reasonably calculated to alleviate 
unemployment ; 

(6) funds for construction not otherwise available; 

(c) amount of loan plus private funds available to insure com- 
pletion ; 

(d) construction of facility will not rob another depressed area 
or cause another area to become depressed ; 

(e) facility constructed will not be merely temporary. 


2. No loan in excess of 6634 percent of cost of construction, nor for longer 
than 40 years. 


8. $100 million authorized for making loans. 
Assistance to public facilities 


1, Administrator directed to make studies of need, and with advice of Advisory 
Committee can by loans or grants initiate programs of public facilities with or 
without proposals from States, municipalities, and private organizations. 

2. $100 million authorized for such public facilities assistance. 


Funds for industrial plants and public facilities 


Administrator with approval of President issues notes and obligations not ex- 


ceeding $200 million. Secretary of the Treasury may purchase and sell such 
notes. 


Procurement 


Governmental departments shall procure supplies and services from local firms 
where practicable. 


Information 


Administrator shall furnish areas with technical assistance and information 
from governmental agencies and departments. 


Powers of administrator 


1. Hold hearings, issue subpenas, establish rules. 
2. Secure assistance from all other governmental agencies. 
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Tage relief 
1. Provides fast tax write-off benefits for new plants. 
Vocational training 
1. Secretary of Labor to provide suitable training fer unemployed. 
2. Cooperation with existing retraining facilities and State programs. 
Unemployment compensation 


1. Agree with State for payment of supplementary payments in depressed 
areas for those engaged in retraining program. 


2. United States will pay additional period of 13 weeks beyond State benefit 
payments. 


Surplus food 


Commodity Credit Corporation to distribute processed food to homes and 
institutions. 


The original Douglas-Flood Act on page 12 thereof, under the 
heading “Tax relief” contained certain taxation provisions which of 
necessity directed the Flood bill to the Committee on Ways and Means 
of the House. This provision has been deleted in the revised act 
and this act, when introduced, will come properly within the jurisdic- 
tion of the distinguished Committee on Banking and Currency of 
the House. . 

May I point out, Mr. Chairman, in the hearings thus far held, that 
35 separate units of the Chamber of Commerce have testified in support 
of the Douglas-Flood Act from the States of Pennsylvania, Ohio, Illi- 
nois, Maine, Massachusetts, New Mexico, and others, as well as many 
individuals and organization witnesses from the many communities 
affected, speaking through their elected officials, civic leaders, business 
leaders, labor leaders, etc. Always it must be kept in mind that in the 
midst of the great world problems confronting this Nation, there are 
deeper problems, the human problems, that go far beyond narrow 
self-interest or group interest or sectional interest. 

The Douglas-Flood bill is a moderate approach to the needs of 
areas in need of economic help. In addition to the authorizing of 
loans to communities for new industries, it would lengthen unemploy- 
ment compensation periods for workers in retraining programs, and 
this, we of these areas know, is of basic and material necessity. This 
program would offer research facilities, technical information, and 
tax relief to assist towns where there are cast-off workers that are 
ready and available, skilled and nonskilled who want only to work. 
It would seem beyond the peradventure of reasonable doubt that the 
least the Federal Government could do to aid these communties, 
where as many as one-fifth of the skilled workers are on relief, where 
some veterans of World War II never had a decent job. We feel that 
the test taken from these hearings, and the widespread knowledge of 
the facts now will propel this bill through the House and Senate 
where previously we have only had sympathetic words. 

Under no circumstances must this be considered a giveaway pro- 
gram. Without the full cooperation of the State and local municipal 
government, and the communities concerned this program cannot suc- 
ceed. The responsibilities of all are required and conditions prece- 
dent to the successful operation of the program. The distinguished 
Governor of Pennsylvania, in making a statement to the Pennsylvania 
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General Assembly in submitting a bill very similar in nature, and for 
the same purpose, said as follows: 

But all such things, desirable as they are, can only come as the return we 
gather from a productive society. They are the good fruit born by a functioning 
economy. They are the payment we make mutually to our community from 
the proceeds of our individual initiative and labor. 

Our basic job, our most pressing job, therefore, is to protect the economy of 
Pennsylvania. We must maintain it where it is strong; shore it up where it 
is weakened; protect it, build it, strengthen it, expand it. I regard that effort 
as the primary task before us. 

May I emphasize, Mr. Chairman, that the purpose of this bill is to 
awaken and maintain a sense of civic enaiiie and enlighten 
self-interest in these areas, with emphasis on private financing wher- 
ever humanly and reasonably possible will be far more effective than 
anything any government or combination of governments can do by 
themselves. I maintain that America’s secret weapon is its people. 
Our greatest resource is the skilled, ambitious, capable workmen of 
the Nation. More and more they are aware of the common problems, 
looking for leadership, eager to participate, and in many areas, in- 
cluding mine, successfully they have banded together in community 
organizations of great strength and vigor to their own progress. 
These great people, better than all bureaucrats, can work their own 
destiny. 

I have the honor to represent the great anthracite area of Penn- 
sylvania. We know that our coal districts and railroad towns have 
been particularly hard it. In all the Nation, there are only 9 large 
areas where more than 12 percent of the working force is unemployed. 
Four of those nine areas are in Pennsylvania. There are 45 smaller 
areas of very substantial unemployment in the Nation. Eight of 
those 45 areas are in Pennsylvania. 

We know that throughout the Nation, communities, States, and 
regions are in fierce competition for industrial expansion. 

We know that energy sources are changing rapidly in our tech- 
nology; that there is great pressure to close obsolescent plants and 
integrate operations in modern and efficient structures; that an old 
town, grimy and unattractive, has less chance to attract a new industry 
than a community which understands and exhibits the art of pleasant 
living. 

The economy of Pennsylvania historically has found its chief sup- 
port in our mineral resources—first among them, coal. Here again, 
we took a great resource for granted. 

We have taken more than 13 billion tons of coal out of the Pennsyl- 
vania earth. In the last 62 years we have marketed $31 billion worth 
of Pennsylvania coal. No wonder we all are hurt when coal is hurt. 

Our error was the common human one—when all was well and times 
were piping time, we did not plan for a future in which the coal 
industry could no longer support the jobs of hundreds of thousands 
of Pennsylvanians. We did not diversify our economic base in time. 

Now, the problem is upon us in full force. It does not mean that 
we should write off coal, or the coal areas. It is altogether likely 
that the slump in coal is temporary; that the future will demand, 
greedily demand, the energy that is in our many billions of tons of 
remaining coal reserves and find economical ways, competitive ways, 
of utilizing that energy. 
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The justification for this law lies in necessity. Its termination will 
come forthwith if normal economic processes show that they are doing 
the job. Gradually, slowly, painfully, the Nation is beginning to 
realize that these areas of economic + ame in a period of national 
prosperity are a national problem too. 

We have properly been concerned with shoring up the economy of 
such far places as West Berlin, Japan, the Arab countries, South 
Vietnam, but we seem all too unconcerned with the economy and the 
employment potential of these depressed areas. The current Federal 

rogram for American areas of economic distress is sadly feeble. It 

as no impetus, no drive, no spokesman in the national Theonmmsents. 

Mr. Chairman, may I close with a quotation of the Joint Con- 
gressional Committee on the Economic Report of March 14 of this 
year: 

We are very concerned with distressed conditions which persist in certain 
industries and regions, even in an expanding economy. We believe that action 
is required now and that much can be done through public works to assist these 
communities, The Federal Government should recognize its responsibility to 
those areas and industries by promoting research to discover new products and 
new processes. Consideration should be given to the possibility of modifying 
the employment compensation programs to meet the special problems of retraining 
and readjusting facing those areas. Loans, technical assistance, and, as the 


President recommends, an expanded area development program should be 
provided those to help them adapt to changed economic conditions. 


STATEMENT OF HON. CHARLES A. VANIK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 


Mr. Vantx. Members of the committee, I want to preface my re- 
marks by stating that I am in support of legislation to help the de- 
pressed areas of this country. America will not achieve the widescale 
development which is its heritage and potential if some sections of 
the Nation cannot share in a reasonable uniformity of prosperity. 
The unemployment and distress of a depressed area is a national pro 
Jem and only the Federal Government can provide adequate machinery 
for maintaining the economic stability of a depressed area, It is an 
interstate problem in every sense of the word inasmuch as areas of 
depression place in migratory motion millions of workers and resi- 
dents from one section of the country into another and at the same 
time create distress in the area of low employment for those unable 
to participate in the transition. The problem of the depressed area 
is not only a problem of that area but it also creates problems for 
the community which must face the impact of people migrating from 
depressed areas. 

ith respect to the current legislation, I regret the placing of the 
depressed area program in the Department of Commerce and feel 
that an independent agency should be established to coordinate and 
administer the Federal program on a permanent basis. In all possi- 
bility, there will always be some areas of the Nation that can be 
defined as depressed areas which will face extensive unemployment 
and an exodus of workers and residents to other sections of the country. 

As a Representative from the city of Cleveland, I want to call this 
committee’s attention to the fact that we have faced a‘ tremendous 
impact by reason of the migration into our city by citizens from the 
depressed areas. They have come to seek employment in our more 
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favorable employment markets and many have been induced to come 
by the pleas of labor-short industry. This has created a tremendous 
strain on our housing accommodations ‘as well as our schools and 
public services. This has resulted in the overcrowding of families and 
and increased need for school construction and the cost of public serv- 
ices. For the greater part, most of these people will remain and 
become permanent residents. 

If we are seeking in this legislation to approach a solution to the 
complete problem of the depressed areas, it seems to me that we should 

rovide some relief for those communities which must build adequate 
ousing, school, and public service facilities to provide for the people 
who migrate from the depressed areas. The local citizens should not 
be compelled to assume the added costs of municipal services. These 
cities should receive help in school and housing construction com- 
oy ae to that which is provided in other federally-impacted areas. 
hile it is important that we provide help for the depressed areas in 
order to stabilize employment conditions, we must at the same time 
provide help for urban areas which face the impact of increasing 
population density by reason of the shift in population from de- 
pressed areas to urban areas with favorable labor markets. 

Cleveland is such a city and as one of its Representatives, I have re- 
quested committee counsel to prepare an amendment or separate legis- 
lation to provide some form of assistance to help impacted cities in 
their added burdens of education, housing, and public services result- 
ing from population shift caused by interstate factors. 


STATEMENT OF HON. KENNETH J. GRAY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Gray. Mr. Chairman and members of this fine committee, I am 
indeed grateful for the opportunity to appear once again before your 
committee in support of a bill to aid economically distressed areas. 
One of the distressed area bills before your committee is H. R. 10472 
of which I am the author. 

1 have the honor of representing the 15 southernmost counties in the 
great State of Illinois and before settling down to specific facts con- 
cerning our true economic conditions as they now exist in southern 
Illinois, please let me first preface my remarks by saying that due to 
coal and flourspar mine closures and other factors, the economy of 
southern Illinois has been slipping for the past 10 years. The people 
of this region, through their chambers of commerce, Southern Illinois, 
Inc., community development programs, and other groups have done 
an outstanding job in trying to promote private industry to our region 
to take up some of the unemployment slack; however, the economic 
decline has been so great that the results of their endeavors have not 
been fast enough to prevent an economic recession in which we find 
ourselves at the present time. 

Southern Illinois is made up of fine people, good schools, churches, 
and bounded on both sides by two of the greatest navigable streams 
in the world, the Ohio and Mississippi Rivers, but is severely hurt 
economically and if Federal help is not forthcoming, thousands of 
additional people will be forced to leave the area to seek employment. 
There are 31,000 able-bodied men and women in my congressional 
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district ‘unemployed and according to the latest figures from the 
Illinois Public Aid Commission, there are 51,876 persons receiving 
Government surplus food in the 15 lower counties of southern Illinois. 
In an effort to spotlight the needs of southern Illinois and to give each 
community a chance to stand up and speak out in behalf of their wants 
and needs, I called a nonpolitical fact finding forum for December 
31, 1955, and urged every man, woman, and child in southern Illinois 
to attend. I invited every State and Federal official concerned with 
this type of problem, from President Eisenhower on down. I was 
indeed gratified by the huge success of the meeting which was made 
possible by the attendance of 35 southern Illinois mayors, an esti- 
mated 5,000 private citizens and a score of officials from various 
chambers of commerce, Southern Illinois, Inc., Southern Illinois Uni- 
versity, community development organizations, and other spokesmen 
representing individual cities and villages who came to the “sink or 
swim” meeting to tell their story and every word uttered received the 


utmost attention from the following State and Federal officials who 
were in attendance. 


List of State and Federal officials attending “sink or swim” meeting held at 
West Frankfort, Ill., Dec. 31, 1955 

















Name Representing 
Paul H. Douglas_-__-.-.----- United States Senator, chairman, Joint Committee on Economic Report. 
IEE... cnisenccccckese State Representative, Ilinois. 
Ruse Travis. ........<..... Representing Illinois State Director of Labor. 
Lester E. Leigh ___......---- Representing Ezra T. Benson, Secretary, U. S. Department of Agriculture. 
Harry P. Raymond---_-_-.-..- U. 8. Interstate Commerce Commission. 
5; a peere. .<..-- 2 ..--.- — Administrator Wendell Barnes, Small Business Administra- 
nm. 

Charles S. Green.......-.---- Representing Illinois Department of Labor, 
Paul Dorris__.....-. Representing Illinois Industrial and Planning Commission. 

harles W. Vursell_. Member of Congress, 23d District of Illinois. 

. R. “Bob” Beekmeyer..__. State Representative, Dlinois. 
Dean R. Hammick-........--- Do. 
Caper eameet.. 2-5... 0am U.S. yo of Commerce, personal representative of President 

Dwight D. Eisenhower. 
A. L. Rascher, Jr_.........-< _ Do. 
Paul Zeigler... _............00 Staite Representative, Ilinois. 
Clyde Choate............-... Do. 
4 4, . See Do, 
E. Bishop Hill... ............. Representing U. S. Health, Education, and Welfare Secretary. 
L. D. Norman. ____.- .| Representing Department of Public Welfare. 
Clyde W. Campbell Re . 5. Interstate Commerce Commission. 
oy "ere sapreentiag Wendell Barnes, Administrator, Small Business Admini- 
stration. 

Ralph Warnack..__.......--- Do. 
Russell L. Kelly. -._..------- Representing Mlinois Department of Labor. 
Xk ee eee ee Representing State of Illinois Auditor’s Office. 
E. E. Crawford...........-..- Representing U. S. Department of the Interior, 
Ae ee Do. 








I expended months of hard work in organizing such a factfinding 
forum and I believe it was well worth the effort because it accom- 
plished at least three specific things: (1) It gave the people of south- 
ern Lllinois a chance to tell of the true economic conditions existing 
in their respective communities; (2) through questionnaires, an op- 
portunity was provided to list projects needed to stimulate the local 
economy; and (3) focused State and Federal attention on our plight 
with a view that the information derived from each community 
would be helpful in setting up a distressed-areas program. Speakers 
came from every walk of life—rich man and poor man, banker and 
coal miner, and each one reiterated a common plea to officials in. at- 
tendance that “we don’t want charity or doles; we want to work”— 
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but, they pointed out they had no chance to work. No jobs were to 
be found, they said, unless they left their homes and went to some 
other place. 

It was brought out in the meeting that the people are very dis- 
gruntled with the Government for sending billions of dollars over- 
seas in foreign aid while communities in the United States are suffer- 
ing economic chaos, and could be utilizing these funds to alleviate 
human suffering at home. 

We were privileged to have Senator Douglas at our meeting to 
discuss some of our problems and offer ways of improving conditions 
and have him explain the provisions of his depressed-areas bill, 
S. 2663. 

President Eisenhower personally directed that Mr. Clyde Miller 
and Mr. A. L. Rascher, of the United States Department of Com- 
merce, report back to him their findings of the forum. They summed 
up conditions in southern Illinois by including in their report that 
the “area is economically depressed and needs Federal assistance.” 

Gentlemen, I call these facts to your attention because they reflect 
the opinion of unbiased individuals who were sent into our area to 
review our economic plight. Similar reports will be forthcoming 
from other State and Federal officials in attendance. 

In addition to our industrial plight, our farmers are also experi- 
encing undue hardship. In a survey that I conducted in my district 
in cooperation with the Bureau of the Census, it was determined that 
there has been a net loss of 6,000 farms in my congressional district 
since 1951. This means only one thing—the small farmer is being 
forced out of business and has been selling his acreage to the larger 
farmer. This can be substantiated by the fact that the average acre- 
age per farm has increased. We have also lost over 25,000 people 
in the past 5 years who have moved to other sections of the country 
to find work. 

I think I have expounded long enough as to our need. The main 
concern of mine at this time is, “What can we do about it?” - I believe 
it is incumbent upon the Congress to pass some type of distressed- 
areas bill in this session so we may go about the task of stimulatin 
the economy of our communities without further delay. I have rea 
thousands of questionnaires that have been filled out by individuals, 
organizations, and cities and I am thoroughly convinced that a pro- 
gram designed merely to loan money will not be sufficient to cope 
with the problem. In addition to loans to communities with which 
to induce new industry, other things, will be needed—public-works 
projects such as new highways and streets, city halls, new schools 
and additions to old ones, improved water and sewage systems, arti- 
ficial lakes to insure an adequate water supply, increased dredging 
projects for navigation and flood control and new sources of electrical 
yower. To help carry out some of the aims of area development, I 
att introduced both H. R. 7902, which was referred to the House 
Ways and Means Committee, and I might add is similar to S. 2663, 
introduced by Senator Douglas in the Senate, and H. R. 10472, which 
is now before your committee. 

Mr. Chairman, I want to be perfectly frank and honest with you 
and the members of the committee in stating I do not feel that H. R. 
10472 or H. R. 8555 are nearly adequate to cope with this critical 
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problem of distressed areas. My purpose in introducing this pro- 
posed legislation, and I am sure it was the ye of the chairman 
in introducing his bill, was to have some type of proposal before this 
committee so hearings could be held and the committee could draft 
a new bill commensurate with its findings and the need. I would like 
to invite the committee to study the provisions of H. R. 7902, which 
I authored and which was referred to the Ways and Means Commit- 
tee. This bill would make available $100 million for loans to pros- 
pective industry and $100 million to much-needed public-works 
projects. I want to reiterate, loaning money in itself will not be 
adequate because many areas need public-works improvements proj- 
ects such as I have mentioned previously in my testimony in order 
to be acceptable to the industry which might be wanting to locate in a 
particular community. 

Mr. Chairman, I do not want to bore the committee with long testi- 
mony, as I am sure that each of you understands the serious problem 
we are facing in southern Illinois, where there is an abundance of 
unemployment; however, I would like to take just a couple of minutes 
more and discuss a matter of importance. A few days ago, when I 
appeared before your committee with Mr. Godfrey Hughes, executive 
secretary of Southern Illinois, Inc., who gave the committee much 
valuable testimony, I was interested in some statements made by Mr. 
Perry M. Shoemaker, president of the Delaware, Lackawanna & West- 
ern Railroad Co., who was appearing for the United States Chamber 
of Commerce and who is opposing the distressed areas bill. In Mr. 
Shoemaker’s statement he infers that, by the Federal Government 
providing aid to pearnty to locate in a distressed area, that it would 
mean taking jobs away from one section and giving them to another. 
I, of course, cannot speak for the entire United States, but from past 
experience in locating industry in southern Illinois, this has definitely 
not been the case. Each plant we have been able to locate in our area 
has been an expansion of facilities for a manfacturer or has been a 
new venture entirely. We have the Norge plant of Borg-Warner 
Corp., the Allen Industries, and Sangamo Electric Co., just to men- 
tion a few, and all of these concerns were expansion programs and did 
not displace one worker in any other section of the country. However, 
local funds for building buildings and making improvements were 
needed as an inducement for these companies to expand and locate in 
southern Illinois, Here is where Federal assistance can be very help- 
ful. Those communities which have been trying very hard on their 
own to induce new industries can make up a revolving fund with which 
to donate sites or build a building for some industry; however, after 
their money has been spent they have to wait a long period before it 
is repaid. If they were able to borrow money from the Government 
under the provisions of a distressed areas bill, the funds would be 
available when needed. Mr. Shoemaker’s argument is definitely not 
based upon fact. I want to point out that, in my opinion, Mr. Shoe- 
maker is definitely not tad ss the sentiments of the rank and file 
of chambers of commerce and theit membership when he comes before 
your committee in the name of the United States Chamber of Com- 
merce’s. 4: po this proposed legislation to aid our unemployed 
people in this country. 
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Mr. Chairman, on behalf of all the fine people of southern Illinois, 
may I strongly urge upon you and each member of this committee to 
take immediate action in an effort to alleviate the unemployment 
situation existing not only in southern Illinois, but in other economic 
“sorespots” in this country. We do not ask for handouts, but merely 
be given some projects and tools with which to work so that we may 
make our area more attractive to private industry. Legislative action 
setting up a distressed area administrator with full powers and funds 
with which to cope with this problem is the only immediate answer. 
I hope you will see fit to report out the distressed areas bill without 
further delay. 

Thank you very kindly for your attention and for this opportunity 
to testify before this splendid committee. 


STATEMENT OF HON. JOHN A. BLATNIK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


Mr. Buatnix. Mr. Chairman, I deeply appreciate this opportunity 
to appear here today and testify on legislation being considered by this 
committee to assist economically distressed and depressed areas. 

Chronic unemployment in certain areas of the country is a growing 
national problem and one which I am happy to see is being given con- 
sideration by the Congress. Last January I introduced H. R. 8323, 
a bill to establish an effective program to alleviate conditions of exces- 
sive unemployment in certain economically depressed areas. My bill, 
together with similar measures introduced by Senator Douglas in the 
Senate and a number of our colleagues here in the House, is known as 
the Depressed Areas Act. The bill under consideration here, H. R. 
8555, is known as the Area Assistance Act of 1956. 

Names and titles are not important to us. The important thing is 
that practically everyone now recognizes the existence of the problem 
of pocket depressions which constitute a dark spot on the otherwise 
bright prosperity picture. President Eisenhower in his 1955 Eco- 
nomic Report to the Congress made special reference to this problem 
and has asked for specific legislation to establish a domestic technical- 
assistance program to aid the Nation’s depressed areas. His legisla- 
tive recommendations are embodied in H. R. 8555 under consideration 
here today. 

I have more than an academic interest in depressed-area legislation. 
For some time now the Department of Labor has listed the city of 
Duluth, Minn., which is the largest city in my district, as a surplus- 
labor area, otherwise known as a depressed area. This situation has 
existed for over 18 months and there is nothing to indicate that the 
situation will substantially improve. 

The problem in my district is that our economy is tied, in the main, 
to one industry; the mining and shipping of iron ore. This is a sea- 
sonal industry. The northern Minnesota winters make mining opera- 
tions difficult, if not impossible, and from December to March ice is 
a cork which bottles up navigation on the Great Lakes, making the 
shipment of iron ore impossible. Because of this situation northern 
Minnesota’s economy fails to expand at a normal rate. There is 
feverish activity during the spring and summer months during which 
times are good and employment relatively high. ‘Then there comes a 











390 AREA ASSISTANCE ACT OF 1956 


slacking off and an almost complete shutdown during the late fall and 
winter. Asa result, the economic base in the area has reached sort of 
a plateau. We do not go down, but we do not go up. A striking exam- 
ple of this is the fact that the population of Duluth has remained 
constant at around 102,000 for the past 36 years. The city does not 
grow, nor does it diminish. It just stays the same. This is an excel- 
lent indicator of the economy which reacts in exactly the same manner. 

Having reached this plateau of economic activity, the area is unable 
to provide job opportunities the year round for the working popula- 
tion. Asa result, we have constant unemployment. It is a chronic 
situation and one which has been with us for years and unless some- 
thing is done on a Federal level it will be with us in the future, as 
well. 

The people of the area have been trying to find the solution to this 
problem for years. In Minnesota we established an Iron Range Re- 
sources and Rehabilitation Commission to stimulate economic activity 
in northern Minnesota. Excellent progress has been made, but we 
cannot get over that hump of economic inactivity caused by inclement 
weather conditions and the fact that the area is tied to a single indus- 
try. What is needed, not only in Duluth and northern Minnesota, but 
in numerous other areas of the Nation, is a good solid forward-looking 
Federal program to assist these areas to help themselves. 

Northern Minnesotans do not want a handout. They are good 
strong sturdy folks who have for years provided this Nation with the 
iron ore needed to fight our wars and give us the highest standard of 
living of any Nation on earth. Nor do they want a halfhearted pro- 
gram which does not begin to meet the problem. 

We have reached the point, Mr. Chairman, where everyone recog- 
nizes the problem but there remains differences of opinion as to how 
to go about solving the problem. While the provisions of H. R. 8555 
are better than nothing at all, still they are wholly inadequate. It 
throws crumbs to those in need in the form of a $50 million revolving 
Federal loan fund to be used in making loans where needed in areas of 
substantial and persistent unemployment to help finance industrial 
development projects which have been worked out at the local level and 
are approved by the State. Such loans are definitely needed and would 
be of great help in stimulating new industry in northern Minnesota 
and other areas of chronic unemployment, but it is not enough to stop 
there. Much more can be done to establish an effective program to 
alleviate conditions of excessive unemployment. Providing for re- 
search and new agencies, as H. R. 8555 also does, in addition to the 
loan program, does not begin to solve the problem. 

An essential element in any program to assist the depressed areas 
of the Nation is a public works program as contained in H. R. 8323. 
A recent Department of Commerce survey reveals the urgent need 
for a $200 billion investment over the next 10 years by the States and 
by local governments to provide critically needed schools, roads, water, 
and sewerage facilities, and other public works. If the construction 
of these urgently needed public facilities could be accelerated in dis- 
tressed areas, the dual purpose of making these areas more attractive 
to new enterprises and at the same time providing at least temporary 
jobs for the unemployed would be served. This is especially important 
in my area which experiences these slack periods of employment I 
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discussed with you earlier. The legislation before this committee 

makes no mention of a public works program and in that regard is 

totally lacking as a real all-out solution to this problem. Lacking a 

publie works program the administration proposal is nothing more 

than’a halfhearted compaign year attempt to stop real progress under 

saree legislation such as H. R. 8323 and the Douglas bill in the 
nate. 

Essential to this Nation’s continued growth and improved welfare 
is an ever-expanding, cital economy. Weak spots in that economy 
cannot be allowed to spread and weaken an otherwise strong economic 
structure. Unless we tackle the problem of the depressed area, and 
attack it now with adequate programs and policies, we will be en- 
dangering the entire future of this Nation. We have a responsibility 
to aid and assist this delicate economy of ours over the rough spots and 
hard times. H. R. 8555 is a start in that direction. We must, however, 
go even further if we are to make real progress. I urge this committee 
to give favorable consideration to the best parts of H. R. 8555 and 
legislation similar to my bill, H. R. 8323. In that way a truly effective 
position program to alleviate conditions of excessive unemployment 
can be realized. 


STATEMENT BY HON. JOSEPH L. CARRIGG, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Carriee. Mr. Chairman and members of the committee, I am 
very grateful for the opportunity of being permitted to appear before 
ou during your consideration of H. R. 8221, which was introduced 
ae me on January 9, 1956, and entitled “A bill to assist areas to develop 
and maintain stable and diversified economies by a program of finan- 
cial and technical assistance and otherwise, and for other purposes.” 
This is a companion bill to one introduced by my distinguished col- 
league, Congressman Fenton, and a bill on the Senate side introduced 
by Senator H. Alexander Smith. 

I wish to cite particularly conditions in my own district, which 
covers Lackawanna County in addition to five rural counties. We have 
in this district excellent industrial sites that are serviced by major 
trucklines, railroads, power companies, water companies, and gas com- 
panies. There are in all 7 major airlines and 5 major railroads serv- 
wing this area. In addition to this, we have a modern highway system 
and very recently the State of Pennsylvania has authorized an exten- 
sion of the Pennsylvania Turnpike which will service 5 of our counties, 
giving the entire area the most modern of transportation facilities. 
With these transportation facilities the area is easily accessible to 
every metropolitan market in the United States and within a radius 
of 200 miles of this area there is located approximately one-third of 
the Nation’s population. 

Yet, despite all of this, Lackawanna County has been classified for 
a number of years as one of the primary labor-surplus areas in the 
country. The employment decline in the anthracite industry started 
nearly 30 years ago and this constitutes by far the most important 
single factor in the development of the chronically depressed area in 
this county. 
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For many years most of the Nation’s 4 of anthracite coal was 
located in northeastern Pennsylvania and by far this was the most 
popular household heating fuel and the population of this area came 
to depend principally on the coal mines for its support. In recent 
years, however, mining employment has been on the decline. Many 
mines have been worked out. Oil and Bas have been rapidly sup- 

lanting coal for household use, and technical improvements over a 
ong period of years have reduced the manpower required in mining 

cat As a result, joblessness has long since become our major prob- 
lem. I can truthfully say, however, that no group of people in the 
United States has more courageously attacked this problem than have 
the people of my district and it has become nationally known that 
by their efforts alone they have been able to build plants and induce 
industry to come into this section that has diversified to a large extent 
the employment in the area. 

We do feel, however, that despite the willingness to work along 
these lines and the courage and industry of our people, we do need 
some assistance from our Federal and State governments to carry 
on so that eventually we may leave the class known as the depressed 
area region. 

It is my belief that H. R. 8221, if enacted into law, would overcome 
both temporary and chronic spot unemployment. We would be able 
under this act to make a loan in order to help finance industrial 
development projects, for such a loan under the act is permissible to 
prepare land for commercial or industrial use; for constructing new 
factories and modernizing old factories. These loans are conditioned, 
however, on State and local participation, for it is my belief that 
loans of this type indicate good faith on the part of the borrower 
and a willingness to invest in his own cause rather than ask an out- 
right grant from the Government. 

n the work that we have done to date in improving conditions in 
the 10th Congressional District, we have never asked for working 
capital or for money for the purchase of machinery or equipment nor 
have we ever sought in the building of new industry to entice em- 
ployees from other communities. We have enough people in our 
— district to properly man every industry that we may bring into 
the area. 

I also feel that the urban-renewal program of the Housing and 
Home Finance Agency and the Department of Labor’s vocational 
retraining and skilled employment programs could be coordinated 
with the efforts that we are already making and in that way the 
entire program would be one of complete assistance to our communi- 
ties which are also willing to make every effort to help themselves. 

It is - sincere hope that before the end of this session definite 
action will be taken by the Congress to pass legislation either identical 
with H. R. 8221 or some measure which in its operation would include 
the major principles of this act. 


(Whereupon, at 11:45 a. m., the committee adjourned, to reconvene 
at 10 a.m. Friday, April 27, 1956.) 
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